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ABSTRACT
The objective of this dissertation was to empirically 
assess the entrepreneurial orientation (EO) to firm 
performance relationship and the potential influence of 
organizational culture (OC) . Specifically, OC was examined as 
a potential predictor of the degree of EO and as a potential 
moderator of the EO to performance relationship. Firm 
performance was assessed with the weighted average performance 
scale and 1997 year ending return on assets (ROA) and return 
on equity (ROE).
The sample frame consisted of a national sample of bank 
presidents. The mailing list was purchased from Thomson 
Financial Publishing. A self-report questionnaire was mailed 
to a stratified random sample of 2,100 potential respondents. 
A total of 535 completed and usable questionnaires were 
returned. This represented a response rate of approximately 
26 percent. Hypotheses positing an association between the 
degree of EO and performance and an association between OC and 
the degree of EO were tested. OC as a potential moderator of 
the EO to performance relationship was also tested. Multiple 
regression, multivariate analysis of variance, and moderated 
multiple regression were used in statistical analyses.
i
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Statistical analysis revealed that
1. No significant relationships exist between EO and any 
of the three performance measures.
2. After controlling for bank size and age, three of the 
four OC types were found to significantly influence 
the degree of EO
4. OC type did not moderate the effects of EO on firm 
financial performance
The managerial and theoretical implications of the 
findings of this dissertation were discussed along with 
contributions made to the extant knowledge in management. 
Finally, suggestions for future research were presented.
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CHAPTER 1
INTRODUCTION
The purpose of Chapter 1 is to introduce this 
dissertation, which examines (1) the relationship between 
degree of entrepreneurial orientation (EO), and firm 
performance, (2) the potential antecedinal effects of 
organizational culture (OC) on degree of entrepreneurial 
orientation, and (3) the potential moderating effects of OC 
type on the degree of EO to performance relationship. Thus, 
this dissertation tests alternative models of proposed effects 
of organizational culture (antecedinal versus moderating) on 
the relationship between EO and performance. This reflects 
the competing views in the literature regarding the effects of 
OC on EO and the EO to performance relationship.
Various typologies have been proposed to describe and 
operationalize the concept of strategic posture. Miles and 
Snow (1978) suggest that strategic posture reflects relatively 
enduring patterns of strategic behavior that align the 
organization with its environment. Different postures are 
described as having a particular strategy and combination of 
structure, culture, and processes for responding to the 
environment. Like Miles and Snow (1978), Mintzberg (1973)
1
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suggests that firms can be characterized according to their 
approach to strategic management. He describes various 
attributes which correspond to different 11 strategy-making 
modes." Both typologies describe the concept of strategic 
posture as the relationships between the organization and the 
environment. Each provides a useful basis for understanding 
firm-level behavior (Covin 1991).
According to Covin and Slevin (1989), another method of 
describing and operationalizing the concept of strategic 
posture is the degree of entrepreneurial orientation of the 
firm. Firms which display relatively high levels of risk- 
taking, innovation, and proactive behavior have 
entrepreneurial strategic postures (i.e., entrepreneurial 
orientation) . Those firms which display relatively low levels 
of these behaviors have conservative strategic postures (i.e., 
conservative orientation). According to Miller (1983), these 
three components of strategic posture comprise a basic, 
unidimensional strategic orientation.
Risk-taking is the extent to which top managers are 
inclined to take business-related risks with regard to 
investment decisions and strategic actions in the face of 
uncertainty (Miller 1983) . Proactiveness pertains to the 
pioneering nature of the firm as evident in its propensity to 
compete aggressively and proactively with other firms (Miller 
1983). The innovation component reflects the extensiveness 
and frequency of product innovation and technological
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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leadership in order to obtain a competitive advantage for the 
firm (Miller 1983).
In the present dissertation, EO is defined as that 
strategic posture characterized by a firm's engagement in 
relatively high levels of risk-taking and proactivity and a 
reliance on frequent and extensive product innovation (Miller 
1983). According to this perspective, entrepreneurship is 
viewed as a characteristic of organizations that can be 
measured by examining a firm's behavior (Covin & Slevin 1986). 
This is consistent with the widely held perspective of many 
researchers in the field (Burgelman and Sayles 1986; Covin and 
Slevin 1986, 1988, 1991; Lumpkin and Dess 1996; Miller 1983; 
Naman and Slevin 1993; Stevenson and Gumpert 1985; Zahra and 
Covin 1995).
Organizations that exhibit entrepreneurial orientations 
are those in which these recurring patterns of behavior 
reflect the strategic philosophy of top management (Covin & 
Slevin 1991) . Such firms are willing to take on high-risk 
projects in exchange for potentially high returns. 
Entrepreneurial organizations are bold and aggressive in the 
pursuit of opportunities and often initiate actions (e.g., 
first to market with new product offerings) to which 
competitors then respond. In addition, such firms
characteristically emphasize technological leadership and 
research and development (Khandwalla 1977). Firms displaying 
a low degree of entrepreneurial activity (conservative
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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orientation) are highly risk-averse, non-innovative, and 
reactive (Miller 1983).
Cornwall and Perlman (1990) suggest that organizational 
culture impacts the understanding, development, and 
maintenance of entrepreneurial orientation. Thus,
organizational culture is described as a key determinant of 
EO. This antecedinal effect is seen in studies that 
demonstrate that organizational culture influences a firm's 
innovative capacity (Kanter 1982), competitive proactiveness 
(Miller & Friesen 1984), and business-related risk-taking 
(Burgelman & Sayles 1986). Other researchers, however, have 
developed models that suggest that organizational culture 
moderates the EO to performance relationship (Covin & Slevin 
1991; Lumpkin & Dess 1996; Zahra 1993). According to this 
perspective, organizational culture influences the performance 
of firms that demonstrate a high degree of entrepreneurial 
behavior.
The present dissertation empirically tests these 
competing views of organizational culture's role on EO. The 
goal is to further clarify the role of organizational culture, 
not to posit one view as better or worse than the other. The 
model presented (see Figure 1.1) shows the proposed 
associations and reflects an increased focus on contingency 
frameworks for examining the relationship between EO and 
performance outcomes (Covin & Slevin 1989, 1991; Lumpkin &
Dess 1996; Zahra 1991, 1993; Zahra & Covin 1995).
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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The remainder of this chapter considers the importance of 
EO on organizational performance followed by a discussion of 
the need for further research and a statement of the problem. 
Finally, the contributions and plan of study are presented.
The Importance of Entrepreneurial Orientation
Burgelman (1983) proposes that firms need order and 
diversity in strategy for ongoing viability. While structure 
and planning provide order, entrepreneurial activity provides 
the required diversity. Entrepreneurial orientation promotes 
the proactive opportunity-seeking and problem solving 
behaviors that allow for the expansion of existing business 
and diversification through internal development. In 
addition, entrepreneurial activity provides the means for 
extending the boundaries of corporate capabilities and keeping 
up with or surpassing competitors (Knight 1977) . According to 
Covin and Slevin (1991), entrepreneurial activity encourages 
general economic growth and individual firm performance. As 
such, entrepreneurial activity is one of the most important 
elements for attaining a competitive advantage and greater 
financial rewards.
An entrepreneurial orientation can positively impact 
organizational performance, especially in specific contexts 
(Block & MacMillan 1993; Covin & Covin 1990; MacMillan & Day 
1987; Pearce, et al. 1997). Many of the fastest growing and 
most profitable businesses in recent years (e.g., Cellular 
One, Lotus Development) were founded on the vision of an



































entrepreneur and continue to be managed in the entrepreneurial 
mode (Covin & Slevin 1988). For years researchers have 
identified firms that have been able to sustain high levels of 
performance with an entrepreneurial management style (e.g., 
Sony, 3M, and Hewlett-Packard) (Quinn 1985; Stevenson & 
Gumpert 1985).
The Need for Further Research 
An entrepreneurial orientation is posited as affecting, 
and being affected by, multiple organizational system 
elements. Certain internal, external, and strategic variables 
may prompt or inhibit EO and its relationship with performance 
(Covin & Slevin 1989, 1991; Lumpkin & Dess 1996; Zahra 1993). 
Management must create, to the extent possible, an 
organizational context that assists in developing and/or 
sustaining EO. This supportive context should include an 
emphasis on an organizational culture type that stresses the 
values of entrepreneurship (i.e., risk-taking, innovativeness, 
and proactiveness), adaptability, growth, and external 
support. The need to examine the potentially significant 
impact of an organizational culture on EO and firm 
performance has been identified in the literature (e.g., Covin 
& Slevin 1991; Zahra 1993; Zahra & Covin 1995). However, no 
studies have empirically examined these effects. Also, 
additional research is required to better understand the 
impact of EO on various performance outcomes (Lumpkin & Dess 
1996; Zahra 1991; 1993). The present dissertation addresses
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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gaps in previous research by examining three research 
questions:
1. Is the degree of EO associated with firm performance?
2. Is organizational culture associated with the degree 
of EO?
3. Does organizational culture moderate the relationship 
between EO and firm performance?
In the present study, organizational culture is defined
as, "the pattern of shared values and beliefs that help
individuals understand organizational functioning and thus
provides them with the norms of behavior in the organization"
(Deshpande' & Webster 1989, 4). As such, an organization's
culture serves to delineate what the organization is, how its
members should behave, and how it defines itself in relation
to its environment. This reflects Quinn's (1988) view of
organizational culture as the values and assumptions that
describe how things are done within the organization. A
similar view of organizational culture is posited by Peters &
Waterman (1982).
Statement of the Problem 
An entrepreneurial orientation has long been associated 
with business success (Davis, Morris, & Allen 1991; Miller & 
Friesen 1982). As a result, many managers regard
entrepreneurship as inherently good and a critical factor in 
company success. These beliefs have been reinforced by a 
multitude of studies which suggest that firms displaying 
greater levels of entrepreneurial behavior tend to outperform
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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less entrepreneurial firms, particularly in dynamic and
hostile environments (e.g., Bourgeois 1980; Covin & Slevin
1991; Miller & Friesen 1984; Peters & Waterman 1982; Snow &
Hrebeniak 1980). However, an EO may not always be appropriate
(Covin & Slevin 1988; Karagozoglu & Brown 1988; Naman & Slevin
1993; Slevin & Covin 1990). For example, according to Covin
and Slevin (1988, 217-218):
It can be argued from a contingency perspective, 
however, that an entrepreneurial style per se is 
not necessarily desirable in all situations.
Rather, it should only be regarded as good or bad 
when considered in a particular organizational 
and environmental context. The positive (or 
negative) influence of an entrepreneurial style 
on organizational performance may be greatest 
for organizations whose contexts are defined by 
certain internal and external characteristics.
Fast (1981), in citing examples of venturing activities by
leading corporations, supports this view. He contends that EO
may be risky and detrimental to a firm's short-term financial
performance. In addition, inadequate organizational
structure, lack of strategic focus, and dysfunctional
organizational politics can doom corporate entrepreneurial
endeavors (Burgelman & Sayles 1986; Sexton & Bowman-Upton
1991) . In order to more fully develop an understanding of the
contextual effectiveness (or ineffectiveness) of EO,
researchers have called for an examination of the potential
influence of organizational culture (e.g., Covin & Slevin
1989, 1991; Pearce et al. 1997; Slevin & Covin 1990; Zahra
1993; Zahra & Covin 1995).
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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Previous research has recognized the possible influence 
of organizational culture on EO and the EO to performance 
relationship (Covin & Slevin 1991; Lumpkin & Dess 1996; Zahra 
1993). However, the impact of organizational culture has not 
been empirically tested. In addition, the specific role that 
organizational culture may have on EO and subsequent firm 
performance is unclear. For example, Cornwall and Perlman 
(1990) argue that organizational culture is a key determinant 
of, and the first step in fostering, entrepreneurial activity 
within a firm. According to this perspective, organizational 
culture is an antecedent to EO. Support for this view is 
found in Ranter's (1982) study which demonstrates that a 
firm's innovative capacity is influenced by cultural norms. 
Organizational culture can also affect the competitive 
proactiveness of a firm (Miller & Friesen 1984) and business- 
related risk-taking (Burgelman & Sayles 1986). Other models 
suggest that organizational culture will instead moderate the 
EO to performance relationship (Covin and Slevin 1991; Zahra 
1993). Thus, while organizational culture has the potential 
to affect EO (Covin & Slevin 1991) , how that effect manifests 
itself is uncertain.
Previous research has also recognized the need to examine 
additional performance measures in empirical studies of firms 
displaying a greater degree of EO (e.g., Lumpkin & Dess 1996; 
Zahra 1991, 1993; Zahra & Covin 1995). Because of the
multidimensional nature of the performance construct (Cameron
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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1978; Chakravarthy 1986), EO may lead to favorable outcomes on 
one performance dimension and unfavorable outcomes on a 
different performance dimension (Lumpkin & Dess 1996). Also, 
firms may engage in entrepreneurial behavior for reasons other 
than stimulating performance improvements. For example, it is 
a possible that entrepreneurial activity may improve non- 
financial indicators of firm performance (Pinchot 1985) , such 
as reputation, public image, and the commitment and 
satisfaction of employees. Finally, additional outcome 
measures can be used to examine potential tradeoffs, for 
example, between short-term profitability and long-term growth 
objectives (Zahra 1991). According to Zahra and Covin (1995), 
the empirical examination of additional measures of 
performance in studies of EO would be a worthwhile extension 
of the growing body of research in the field.
According to Sandberg & Hofer (1987) , firm performance is 
a complex issue and can be measured both objectively and 
subjectively. Given the importance of valid performance 
measures, there is merit in the use of multiple measures of 
performance (Naman & Slevin 1993). Multiple measures can be 
used for corroboration purposes and permits the assessment of 
inter-method reliability (Govindarajan 1988) . Therefore, both 
subjective and objective measures of performance will be 
collected for the present dissertation.
Objectives of the Study
The purpose of the present research is to empirically
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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assess whether (1) the degree of EO is associated with firm 
performance, (2) organizational culture is associated with the 
degree of EO, and (3) whether organizational culture moderates 
the relationship between EO and performance (see Figure 1.1).
Contributions of the Study
This dissertation makes several significant contributions 
to the study of entrepreneurship. First, additional empirical 
research is needed on the relationship between EO and firm 
performance. According to Zahra (1993), although anecdotal 
evidence exists, additional empirical evidence on the effects 
of EO on firm performance is needed. Other researchers also 
argue that little empirical evidence is available to support 
the belief in a strong positive relationship between EO and 
performance (e.g., Covin & Slevin 1991; Lumpkin & Dess 1996; 
Sexton & Bowman-Upton 1991).
According to Covin and Slevin (1991), strategy, 
structure, and organizational culture can all affect a firm's 
ability to engage in entrepreneurial activity. Several 
researchers have noted the need to empirically examine the 
expected influence of organizational culture on 
entrepreneurship and the EO to performance relationship (e.g., 
Covin & Slevin 1991; Cornwall & Perlman 1990; Pearce et al. 
1997; Lumpkin & Dess 1996). Zahra (1993) states that 
organizational culture is an important variable for 
understanding EO and can influence the direction, nature, and 
affect of entrepreneurial activities. Thus, the results of
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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the present research will fill a gap in the entrepreneurship 
literature by empirically testing for antecedinal and 
moderating effects of one of the key internal variables 
included in the Covin-Slevin (1991) model— organizational 
culture.
In addition, the results of this study provide a 
framework for determining a firm's current orientation, for 
understanding the role of organizational culture on 
entrepreneurial activity, and for guiding future planning. 
This allows both managers and scholars to better understand 
the contextual effectiveness of EO.
Also, the adoption of a contingency perspective 
— investigating the role of organizational variables— can 
further knowledge of how EO contributes to performance 
outcomes (Lumpkin & Dess 1996). Rosenberg (1968) states that 
the addition of a third variable into the analysis of a two- 
variable relationship helps reduce potentially misleading 
inferences and allows for greater precision and more 
"specific" understanding. Thus, the present study assists in 
the development of improved models and theories of 
entrepreneurship.
Finally, the use of multiple measures of performance 
(financial- and market-based), provides additional evidence 
for assessing the varying impact of EO. Several studies have 
identified a need to examine the impact of the degree of 
entrepreneurial activity on various organizational outcomes
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(e.g., Lumpkin & Dess 1996; Zahra 1993). Also, although not 
a goal of this dissertation, multiple measures can provide 
empirical answers to suggestions that the importance of 
alternative performance measures change at different points in 
the life of an organization. This is consistent with Quinn
and Cameron's (1978) finding that the criteria of
effectiveness shifts as an organization evolves. Thus, 
researchers need to be sensitive to these performance criteria 
when investigating the effectiveness and efficiency of EO.
Plan of Study
Chapter 1 provides an overall introduction to this 
dissertation by presenting the problem investigated; the 
importance of EO; a model of the relationships among the study 
variables; the objectives of the present dissertation; and 
significant contributions to the extant literature. Chapter 
2 presents a review of the literature relating to
entrepreneurship as an individual, EO and the components of
the construct, the influence of contextual variables on the 
degree of EO to performance relationship, organizational 
culture, and the proposed relationships among EO, OC, and firm 
performance. The methodology used in the dissertation is 
presented in Chapter 3. Also included in this chapter is the 
development of hypotheses, research instruments and scales, 
and the sampling plan. Data analysis is presented in Chapter
4. The fifth chapter presents the conclusions, limitations, 
and recommendations for future research.
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CHAPTER 2
REVIEW OF THE LITERATURE
The purpose of this chapter is to review the extant 
literature relevant to the psychological and personal 
characteristics of entrepreneurs, the entrepreneurial 
orientation (EO) construct, contingency variables associated 
with the EO to performance relationship, organizational 
culture, and the role of organizational culture in 
entrepreneurial organizations. The first section of the 
chapter briefly introduces some of the early research in 
entrepreneurship. These studies on the personal
characteristics of entrepreneurs played an important role in 
the development of field. They also helped to focus attention 
on level of analysis issues which led to research on the 
manifestation of firm-level entrepreneurial behaviors. Next, 
arguments are presented for adopting a firm-level perspective 
in the present study. The third section reviews EO as a 
strategic posture designed to promote risk-taking, innovative, 
and proactive behavior throughout the firm. Contingency 
variables posited by previous research as influencing EO and 
the EO to performance relationship are presented in the fourth 
section. The fifth section reviews various research
15
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perspectives on organizational culture. This is followed by 
a theoretical discussion of the anticipated effects 
(moderating and antecedinal) of organizational culture on the 
EO to performance relationship.
Personal and Demographic Approaches 
to Entrepreneurship
Early research in the field of entrepreneurship examined
individual personal traits and demographic variables (see
Table 2.1) . Commonly studied personality traits included need
for achievement, locus of control, risk-taking propensity, and
personal values, propensity. Demographic approaches to
entrepreneurship typically examined variables such as age,
sex, education, race, and birth order (Robinson et al. 1991).
Need for Achievement
High need for achievement has been empirically linked to 
entrepreneurial behavior. McClelland (1961) posited that some 
societies produced more entrepreneurs because of a 
socialization process that creates a high need for 
achievement. Based on studies conducted in the 1960s, 
McClelland reported that a high need for achievement 
influenced the decision to enter entrepreneurial occupations. 
Based on these studies, McClelland concluded that high need 
for achievement is associated with personal responsibility, 
setting and achieving goals, a desire for feedback, and the 
likelihood of entering an entrepreneurial position (Brockhaus
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Table 2.1
Personality Traits, Demographic Characteristics, 
and Entrepreneurship




high need for 
achievement
High achievers set and 
attain challenging goals, 
value feedback, compete 
with their own standards 
of excellence, & 




high need for 
achievement
Relationship with high 
need for achievement
Gurin et al. 
1969
high need for 
achievement
Relationship with high 
need for achievement
Lao 1970 high need for 
achievement






Entrepreneurs were more 






Entrepreneurs were more 






No significant difference 
in the locus of control 






control No significant difference in the locus of control 







No significant difference 
in the locus of control 







business success and 
internal locus of control
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Brockhaus
1980
risk-taking No significant difference 




risk-taking No significant difference 





risk-taking Potential entrepreneurs 
had a significantly 




personal values Some success in 
distinguishing successful 
entrepreneurs from the 
general public
Hull et al. 
1980
personal values Some success in 
distinguishing successful 





age Successful entrepreneurs 
were significantly 




age The younger one begins an 
entrepreneurial career, 
the longer they are 
likely to remain in it 
(despite failures)



















positively related to 














positively related to new 
venture success
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Bird 1993 education Education provides for 
the development of 
innovativeness and the 




education May be negatively related 
to entrepreneurial 
development
Howell 1972 education May be negatively related 
to entrepreneurial 
development
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1982; McClelland 1961, 1965, 1967; McClelland & Winter 1969; 
McClelland et al. 1953) .
However, some problems have been identified with regard 
to the link between high need for achievement and 
entrepreneurial behavior. Low and MacMillan (1988) state that 
McClelland's conclusions are applicable to many individuals, 
not just entrepreneurs. Also, research has failed to link 
high need for achievement and the decision to own and manage 
a business (Sexton & Bowman 1985).
Locus of Control
Locus of control refers to the degree to which an 
individual perceives events in his or her life to be under his 
or her control (internal) ; or as unrelated to his or her 
actions and therefore beyond his or her control (external) 
(Sexton & Bowman 1985). Research indicates that individuals 
with internal locus of control often have a more pronounced 
need for achievement (Brockhaus 1982; Gurin et al. 1969; Lao 
1970) . This relationship led some to believe that 
entrepreneurs may have an internal construct. However, 
subsequent research led to contradictory findings (Brockhaus 
& Nord 1979; Hull, et al. 1980). For example, two studies 
found that entrepreneurs were more internally oriented than 
managers (Brockhaus 1975; Pandey & Tewary 1979). Other 
studies found no significant differences in the locus of 
control of entrepreneurs versus managers (Brockhaus & Nord 
1979; Mescon & Montanari 1981; Sexton & Bowman 1984a, 1984b).
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Brockhaus (1982) correlated locus of control data reported on 
entrepreneurs in 1975 to the success rate of their business in 
1978. Those owners still in business in 1978 were found to 
be more internally oriented than those whose businesses had 
expired. It was concluded by the researcher that the internal 
belief may have resulted in more active efforts toward 
positively affecting the results of the ventures. Such 
conflicting results have led some to suggest that locus of 
control has not been very useful in differentiating 
entrepreneurs from non-entrepreneurs (Brockhaus 1982; Gasse 
1982; Low & MacMillan 1988; Sexton & Bowman 1985).
Risk-Taking Propensity
Another psychological characteristic often attributed to 
entrepreneurs is a high risk-taking propensity. For example, 
Palmer (1971) suggests that risk measurement and risk-taking 
are the primary functions of entrepreneurship.
As with other personality traits, research on the 
individual risk-taking propensities of entrepreneurs is 
inconclusive. Brockhaus (1980) and Sexton et al. (1982) found 
no significant difference between entrepreneurs and managers. 
However, Sexton and Bowman (1985) conclude that risk-taking 
propensity may distinguish entrepreneurs and managers. In 
separate studies they found that potential entrepreneurs had 
a higher need for risk-taking (Sexton & Bowman 1983, 1984a) 
These ambiguous empirical results indicate that, overall, 
entrepreneurs are moderate risk-takers but do not
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significantly differ from managers or even the general public 
(Brockhaus 1982; Low & MacMillan 1988) . Risk-taking is 
discussed further in a subsequent review of entrepreneurial 
organizations.
Personal Values
In entrepreneurship, one's value orientation refers to 
the cognitive functioning of entrepreneurs (Gasse 1982). Of 
all of the objects "out there," certain things are selectively 
organized to develop one's conception of the external world. 
Thus, an entrepreneur's conception of, and reactions to, the 
environment, for example, can be contrasted with that of a 
manager or executive.
Gasse (1977) proposes that entrepreneurs have both a 
different set of beliefs about the management process and 
business in general. The business ideology of the 
entrepreneur is thought to be related to organizational 
innovation and growth rate. Also, an entrepreneur's 
effectiveness may be environmentally specific. For example, 
in dynamic environments, an open-minded entrepreneur should be 
more effective.
Studies imply that personal values may be moderately 
effective in distinguishing successful entrepreneurs from the 
general population (e.g., DeCarlo & Lyons 1979; Hull et al. 
1980). However, the ability to distinguish between successful 
and unsuccessful entrepreneurs has been questioned (Brockhaus 
1982) .
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Problems With Personal 
Trait Research
Subsequent studies have examined other personality traits 
such as initiative, assertiveness, efficiency orientation, and 
systematic planning (McClelland 1986) ; tolerance for ambiguity 
(Schere' 1982); and Type A behavior (Boyd & Gumpert 1983). 
However, as with need for achievement, such characteristics 
are probably not unique to entrepreneurs, but instead are 
common to many successful individuals (Low & MacMillan 1988) .
Robinson et al. (1991) identify several problems with 
personal trait research in entrepreneurship. First, the 
methodologies are borrowed from psychology and are applied to 
the area of entrepreneurship, sometimes inappropriately and 
often ineffectively (Hornaday 1987). Another problem is a 
lack of convergent validity. Yamauchi and Doi (1977) found 
that 11 different scales used to assess the "Achievement 
Motive" actually loaded on four different factors. Thus, a 
number of similarly named, but not clearly related, scales may 
be providing only a weak measurement of the salient dimension 
for entrepreneurship. Also, when applied in a specific 
context, personality theories originally designed for a broad 
spectrum of situations (Epstein 1984) often lose efficacy 
(Ajzen & Fishbein 1977) . Finally, traditional personality 
models have been challenged for their rigidity, which makes 
them inappropriate for interactive models (Gergen 1985).
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Demographic Approaches to Entrepreneurship
According to Bird (1993), an individual's "experiences" 
can influence the development of skills, values, and needs 
important to entrepreneurship. These experiences are 
moderated by various demographic variables. Demographic 
variables often associated with entrepreneurial development 
include: age, education, work experiences, and ethnic
background.
Age;
The ages of 25 to 40 are frequently mentioned as the 
years when the entrepreneurial decision is most likely to 
occur (Bird 1993; Howell 1972). Liles (1974) suggests that 
during this "free choice period" an individual has acquired 
sufficient experience, competence, and self-confidence, but 
has not yet incurred family or financial obligations or a 
position of prestige in a large company. However, the age at 
which one decides to go into business is widely distributed 
(Gasse 1982) and can be expected to vary with the sample 
chosen for a particular study (Bird 199 3). Despite this, some 
differences do seem to exist. Research suggests that 
successful entrepreneurs are significantly younger than 
unsuccessful entrepreneurs (Begley & Boyd 1987; Cooper et al. 
1986; Denison & Alexander 1986). Also, Ronstadt (1984) found 
that the earlier one starts an entrepreneurial career, the
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longer they are likely to remain in it (despite venture 
failures).
Education
Some have suggested that formal education reduces 
curiosity, vision, and willingness to takes risks (e.g., 
Fallows 1985; Shapero 1980). Other researchers argue that it 
facilitates entrepreneurial success by providing for the 
development of competencies such as innovativeness and ability 
to acquire resources. These competencies are thought to be 
important for success in many entrepreneurial ventures (Bird 
1993; Ronstadt 1984). For example, in highly technical 
industries, education can be especially important. However, 
Brockhaus and Nord (1979) propose that education level and 
entrepreneurial development may be negatively related. That 
is, a lack of education limits the ability to find challenging 
work. This increases the propensity to start a business 
(Howell 1972) .
Despite some ambiguous results, the cumulative research 
suggests that education is important to many entrepreneurial 
ventures. Also, studies show a trend toward higher educational 
attainment among entrepreneurs. However, this may reflect the 
overall increase in educational attainment in the United 
States (Bird 1993) .
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Work Experiences
An entrepreneur's previous experiences— industrial, 
managerial, and entrepreneurial— have been associated with 
entrepreneurial development (Timmons 1976). Industrial 
experience (technological or market) can provide the 
entrepreneur with key competencies and information for 
recognizing opportunities, evaluating and managing risk, and 
increasing growth (Bird 1993; Doutriaux & Simyar 1987). 
However, a lack of experience may be overcome by acquiring an 
existing venture or with training and extraordinary zeal (Bird 
1993; Vesper 1980). While the significance of management 
experience to entrepreneurial success is debatable (Bird 
1993) , studies have shown that middle management experience is 
significantly and positively related to sales growth (Teach et 
al. 1986) and optimism for success (Cooper et al. 1986) . 
Generally, entrepreneurial experience is considered a good 
predictor of whether a person will start another venture (Bird 
1993). Research suggests that entrepreneurial experience is 
related to optimism in new venture development (Cooper et al. 
1986), sales growth (Doutriaux & Simyar 1987), and new venture 
success (Timmons et al. 1987).
Ethnic Background
Ethnic background is thought to influence the type of 
industry entered and possibly the success of the venture (Bird 
1993). This is generally attributed to obstacles such as a 
shortage of experience, few contacts, and/or a lack of
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credibility with financial institutions. Thus, the lower 
number and size of businesses owned by minority entrepreneurs 
can be attributed to experience handicaps and a constrained 
opportunity environment. However, an increasingly segmented 
marketplace may make the non-work experiences of minorities 
(e.g., cultural or lifestyles differences) an important 
entrepreneurial resource (Bird 1993).
Problems With Demographic 
Research
According to Low and MacMillan (1988), demographic 
studies of entrepreneurship suffer from small sample sizes, 
non-comparability of samples, and static terms of reference. 
Cooper and Dunkelberg (1986) and Low and MacMillan (1988) 
suggest that while entrepreneurs may differ in certain ways 
from the general population, the nature of those differences 
are not predictable.
However, early personal and demographic studies played a 
significant role in the development of the field of 
entrepreneurship. Also, some of these characteristics can be 
expected to continue to assist in research on entrepreneurs 
and entrepreneurial actions.
Further analysis of personal and demographic approaches 
to entrepreneurship and their usefulness is beyond the scope 
of the present study. The entrepreneur is certainly important 
to new venture success, but individual characteristics do not 
appear to be the key to such success.
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Level of Analysis Issues
According to Churchill and Lewis (1986), more empirical
studies involving entrepreneurial characteristics have been
conducted than almost any other type of entrepreneurship
research. However, Gartner (1988) suggests that the study of
the personal characteristics of entrepreneurs offers little
hope of furthering our understanding. Low and MacMillan
(1988, 148) in a review of psychological theories concerning
entrepreneurs conclude that:
being innovators and idiosyncratic, entrepreneurs 
tend to defy aggregation. They tend to reside at 
the tails of population distributions, and though 
they may be expected to differ from the mean, the 
nature of those differences are not predictable.
It seems that any attempt to profile the typical 
entrepreneur is inherently futile.
In a similar argument, Bull and Willard (1993) state 
there is no "typical entrepreneur" and that, except for the 
intensity of an entrepreneur1s motivation to carry out 
actions, psychological traits are not a significant variable 
in the theory of entrepreneurship. Problems with examining 
entrepreneurial characteristics have led to an increased focus 
on firm-level entrepreneurship. Empirical research on the 
topic, while preliminary and tentative, shows increased 
vitality and rigor (Zahra 1993).
Covin and Slevin (1991) identify several advantages of a 
firm-level behavioral perspective of entrepreneurship. First, 
entrepreneurial effectiveness is arguably a firm-level 
phenomenon. That is, the effectiveness of an entrepreneur can
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be measured in terms of his or her firm's performance. 
Second, performance is a function of organizational and 
individual-level behavior. While individual-level behavior 
certainly can affect organizational actions, organizational- 
level behavior is a better predictor of the key
entrepreneurial effectiveness criterion firm performance.
Covin and Slevin (1991) also argue that it is behaviors, not 
attributes, that give meaning to the entrepreneurial process. 
That is, entrepreneurs and firms that exhibit entrepreneurial 
strategic postures are known through their actions and 
behaviors. Thus, behavior is the central element in the 
entrepreneurial process. In addition, behavior, by
definition, is overt and demonstrable which allows for the 
reliable, verifiable, and objective measurement of the 
entrepreneurial activity.
The ability to differentiate among levels of 
entrepreneurial behavior is important in developing and 
refining knowledge of the entrepreneurial process. Finally, 
a behavioral model of entrepreneurship is affected by, and 
thus can be managed through, the development of particular 
organizational strategies, structures, systems, and cultures. 
Thus, the process of entrepreneurship can be viewed as "less 
serendipitous, mysterious, and unknowable" (Covin & Slevin 
1991; 8) .
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Entrepreneurial Organizations
Entrepreneurial organizations are those in which
particular patterns of behavior— risk-taking, innovation, and
proactiveness— are recurring Miller 1983). These patterns
pervade the organization at all levels and reflect the
strategic philosophy of top management (Covin & Slevin 1991).
According to Miller (1983, 780)
In general, theorists would not call a firm 
entrepreneurial if it changed its technology or 
product line . . . simply by directly imitating 
competitors while refusing to take any risks.
Some proactiveness would be essential as well.
By the same token, risk-taking firms that are 
highly leveraged financially are not 
necessarily entrepreneurial. They must also 
engage in product-market or technological 
innovation.
Miller's (1983) entrepreneurial orientation 
conceptualization has been adopted by a number of researchers 
(e.g., Covin & Slevin 1989; Jennings & Seaman 1990; Naman & 
Slevin 1993; Schafer 1990; Zahra 1991, 1993, 1995; Zahra &
Covin 1995) . A major focus of such research is on the 
association between EO and performance, and the influence of 
various internal, external, and strategic variables on this 
relationship (e.g., Covin & Slevin 1991; Lumpkin & Dess 1996; 
Zahra 1991, 1993; Zahra & Covin 1995).
The three components of EO are discussed in the following 
sections. This is followed by a review of the literature
examining the EO to performance relationship from a 
contingency perspective.
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The Entrepreneurial Orientation Construct
Miller (1983) views a firm's strategic posture 
(entrepreneurial versus conservative orientation) as being 
reflected in top management's strategic philosophy and 
organizational-level behaviors regarding risk-taking, 
innovation, and proactiveness (Covin & Slevin 1991). Thus, EO 
focuses on different aspects of strategic posture. However, 
each of these components are empirically related and 
constitute a distinct, unidimensional strategic orientation 
(Covin & Slevin 1989; Miller 1983) (see Table 2.2). Each of 
these components— risk-taking, innovativeness, and 
proactiveness— are discussed in the following three sections.
Risk-Taking
At the organizational level, EO is characterized by risky 
behaviors such as incurring heavy debt and/or making large 
resource commitments aimed at seizing opportunities in the 
marketplace (Lumpkin & Dess 1996) . This reflects a 
preference for high-risk projects that have chances of very 
high returns, rather than a propensity to invest in low-risk 
projects with lower, but more predictable, rates of return 
(Slevin & Covin 1990). However, any business endeavor 
involves some degree of risk. Therefore, risk-taking must be 
viewed along a continuum ranging from a nominal level (e.g., 
depositing money into a bank) to highly risky actions (e.g., 
bringing new products into markets).
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Table 2.2
The Entrepreneurial Orientation Construct
Risk-taking - the extent to which top managers are
inclined to take business-related risks 
with regard to investment decisions and 
strategic actions in the face of 
uncertainty.
Innovativeness - the extensiveness and frequency of
product innovation and technological 
leadership in order to obtain a 
competitive advantage for the firm.
Proactiveness - the pioneering nature of the firm as
evident in its propensity to compete 
aggressively and proactively with other 
firms.
(Miller 1983)
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According to Lumpkin and Dess (1996) , there is some 
disagreement among researchers on how to account for, and 
measure, risk-taking behavior. For example, in financial 
analysis, risk refers to the probability of a loss, 
volatility, or negative outcome (Lumpkin & Dess 1996). Baird 
and Thomas (1985, 231-232) identify three types of strategic 
risk: (a) "venturing into the unknown," (b) "committing a
relatively large portion of assets," and (c) "borrowing 
heavily." Miller and Friesen (1978) define risk-taking as the 
propensity for managers to make large and risky resource 
commitments that have a reasonable chance of costly failure.
Brockhaus (1980) focuses on "risk propensity" as the 
perceived probability of receiving those rewards associated 
with the successful outcome of a risky situation. However, 
Sitkin and Pablo (1992) distinguish between risk perceptions, 
risk preferences, and risk propensity. Their use of the term 
risk propensity is consistent with Brockhaus's (1980) 
conceptualization, but not with his formal definition (which 
includes preferences) nor his empirical operationalization 
(which measures perceptions, rather than propensities or 
preferences). Instead, risk propensity is thought to mediate 
risk preferences— the general desire to avoid or pursue 
risks— and risky behaviors.
Other research has identified additional factors that may 
be important in predicting risk-taking. These include 
previous risk-taking behavior (Thaler & Johnson 1990), how the
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risk problem is framed (Kahneman & Tversky 1979) , and the 
ability to perform under risky conditions (Slovic, Fischhoff 
& Lichtenstein 1980). These diverse findings reflect, to some 
degree, an inability to find consistent patterns when 
investigating risk-taking associated with entrepreneurship 
(Lumpkin & Dess 1996). However, inconsistencies in the risk- 
taking propensity of entrepreneurs (Brockhaus 1982) , and 
equivocal relationships between risk-taking and performance 
(Begley & Boyd 1987) may be the result of an individual, 
rather than organizational, level of analysis. That is, a 
risk averse individual may not advocate risk avoidance by the 
whole firm. In addition, individual aversion to a specific 
opportunity may be overcome by careful study and 
investigation. Thus, a firm may take risks that would not be 
taken by an individual firm member (Lumpkin & Dess 1996).
Innovation
Innovation in entrepreneurship refers to the firm's 
pursuit of novel or creative solutions to challenges (Knight 
1997) . This includes the development or enhancement of 
products and services and new administrative techniques and 
technologies for performing organizational functions. 
Schumpeter (1934) identified various forms of innovation 
besides mere improvements in technology.
(1) The introduction of a new good or of a new quality 
of a good.
(2) The introduction of a new method of production, 
or a new way of handling a commodity commercially.
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(3) The opening of a new market.
(4) The conquest of a new source of supply of raw 
materials or half-manufactured goods.
(5) The carrying out of the new organization of any 
industry, like the creation of a monopoly position 
(for example through trustification) or the 
breaking up of a monopoly position.
Bahrami and Evans (1987) state that continuous 
innovation alters competitive boundaries and reduces product 
and process life-cycles. Schumpeter (1942) describes an 
economic process of "creative destruction" by which existing 
market structures are disrupted by the introduction of new 
goods or services. The result is a shift in resources away 
from existing firms and the emergence of new firms. The key 
to this "creative destruction" process is entrepreneurship: 
the competitive entry of "new combinations" that propel the 
dynamic evolution of the economy (Schumpeter 1934).
Thus, innovativeness reflects an organization's 
disposition towards engaging in and supporting new ideas, 
novelty, experimentation, and creative processes. The result 
may be new products, services, or technological processes 
(Lumpkin & Dess 199 6). While the degree of innovativeness may 
vary (Hage 1980) , it represents a basic willingness to depart 
from existing technologies or practices and venture beyond 
current bounds (Kimberly 1981; Stopford & Baden-Fuller 1994).
Lumpkin and Dess (1996) classify innovations as either 
product-market or technological. Product market innovation 
focuses on product design, market research, and advertising
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and promotion (Miller & Friesen 1978). Technological 
innovation consists primarily of product and process 
development, engineering, research, and an emphasis on 
technical expertise and industry knowledge (Maidique & Patch 
1982). In either case, innovativeness is considered an 
important component of EO (Lumpkin & Dess 1996; Miller 1983) .
Karagozoglu and Brown (1988) used Miller and Friesen's 
(1982) innovation scale to assess a firm's future plans 
regarding new product/service development and the nature of 
any such developments. Managers were asked about their firm's 
willingness to discard old beliefs, explore new alternatives, 
and reward experimentation. The expected change in the 
conservative organizations' rate of innovation tended to be 
higher than that of entrepreneurial organizations. This 
result was not surprising because entrepreneurial 
organizations continuously attempt to exploit new products and 
markets and, in effect, start from a high rate of innovation. 
Covin and Slevin (1989) employed a similar measure of 
innovation. They examined the number of new product or 
service introductions and the frequency of changes in services 
and product lines.
Other researchers have used a firm's level and number of 
resource expenditures as a measure of innovation. Hage (1980) 
argues that the more professionals and specialists in a firm, 
the higher the level of innovation. In support of this view, 
Miller and Friesen (1982) found a positive relationship
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between firm innovativeness and a reliance on technically 
trained specialists.
In an effort to include technological innovation, Zahra 
and Covin (1993) focused on "technology policy." They 
measured the degree to which firms employ technological 
development and seek to build a reputation for trying new 
methods and technologies. Saleh and Wang (1993) supplemented 
Miller's focus of product-market innovativeness with questions 
concerning efforts to synthesize diverse efforts across 
functional lines and flexibility in adapting new processes. 
Finally, Miller (1987, 1988) used R&D expenditures as a
percentage of sales to measure technological innovation in 
addition to a measure of product-market innovation.
Proactiveness
Venkatraman (1989) suggests that proactiveness refers to 
processes aimed at anticipating and acting on future needs by 
seeking new opportunities; introducing new products and brands 
ahead of competition; and strategically eliminating operations 
that are in the mature or declining stages of life cycle. 
Thus, proactiveness pertains to a willingness to initiate 
actions to which competitors then respond. As such, it is 
crucial to EO because it suggests a forward-looking 
perspective that is accompanied by innovative activity 
(Lumpkin & Dess 199 6). Thus a firm can be novel, forward 
thinking, and fast (i.e. innovative) without always being 
first (i.e. proactive).
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
38
Miller and Friesen (1978) suggest that the proactiveness 
of a firm's decisions can be assessed by determining whether 
those decisions shape the environment (high score) by 
introducing new products, technologies, and administrative 
techniques. A proactive firm attempts to introduce new 
products, services, and administrative technologies ahead of 
competitors (Slevin & Covin 1990). Viewed as the opposite of 
reactiveness, proactiveness is associated with aggressive 
posturing in relation to competitors (Knight 1997). Emphasis 
is on execution and follow-through, and a drive towards 
achieving objectives by whatever reasonable means are 
necessary (Khandwalla 1977) . According to Zahra & Covin 
(1995), entrepreneurial-oriented firms can often develop a 
competitive advantage through quick response to market 
opportunities. Dess and Miller (1993) suggest that
proactivity can result in first-mover advantages and superior 
performance. The proactive firm's ability to exploit 
asymmetries in the marketplace can allow the first-mover to 
capture unusually high profits and establish brand 
recognition. Also, as learning and experience allows 
entrepreneurial firms to improve their product/market 
strategies, such first-mover advantages may increase. Thus, 
taking the initiative to anticipate and pursue new 
opportunities and participate in emerging 
markets— proactiveness— has become an important component of 
EO (Lumpkin & Dess 1996).
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Contingency Variables in Entrepreneurial 
Orientation to Performance Research
Previous research suggests that contextual factors can
influence EO and the EO to performance relationship (Covin &
Slevin 1991; Dean 1993; Zahra & Covin 1995). These variables
can be broadly classified as organizational or external.
Organizational variables include structure, strategy, firm
resources, and top management characteristics. External
variables include the environment and industry
characteristics. The contingency perspective acknowledges the
possible impact of various internal, external, and strategic
variables on EO and the EO to performance relationship (see
Figure 2.1). Congruence among key variables is posited as
critical for optimizing performance (Miller 1988). A review
of this literature is provided in the following sections (see
Table 2.3).
Organizational Factors 
Organizational factors such as firm structure, strategy, 
firm resources, top management characteristics, and culture 
influence how EO will be configured to achieve high 
performance (Lumpkin & Dess 1996). These contingency 
relationships are discussed in the following sections.
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Organizational structure can be defined in several ways. 
For example, the degree of formalization and centralization, 
or the extent to which a firm is organic or mechanistic, are 
both indicative of organizational structure (Lumpkin & Dess 
1996) . Structure can also be viewed according to the 
organization of departments, such as the functional, 
divisional, or matrix structure. According to Lumpkin and 
Dess (1996), a firm's structure can have a significant impact 
on entrepreneurial activity.
Research suggests that firm-level entrepreneurship is 
integrally related to organizational structure (see Table 
2.4). Miller (1983) proposes that the degree of influence of 
contextual variables varies systematically and logically from 
one type of firm to another. Three types of firms were 
identified— Simple, Planning, and Organic. The Organic firms 
in the sample were most strongly influenced by firm structure 
and the environment. Structural variables found to be 
strongly correlated with entrepreneurship included: 
technocratization, delegation of authority, and open internal 
communications. Finally, these firms were the only ones to 
direct entrepreneurial responses to the environment. Simple 
and Planning firms were influenced by other variables such as 
the leader's personality, market knowledge, and explicitness 
of strategy. Miller's (1983) findings support his premise 
that the extent to which entrepreneurship is influenced by
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Table 2.4
Organizational Structure and Entrepreneurial Activity
Study Key Findings
Miller 1983 Technocratization, delegation of 
authority, and open internal 
communications were strongly correlated 
with entrepreneurship
Covin & Slevin 
1988
EO positively influenced the 
performance of organically structured 
firms and negatively influenced 
mechanistically structured firms.
Naxnan & Slevin 
1993
A misfit among management style 
(entrepreneurial or conservative), 
structure (organic or mechanistic), and 
mission strategy (build, hold, harvest, 
or divest) had a significantly negative 
impact on performance.
Bahrami & Evans 
1987
Job design, departmentalization, 
coordination mechanisms, decision­
making, and control systems can 




Entrepreneurial firms, more than 
conservative firms, tend to rely on 
participative decision-making and 
specialized personnel in decision­
making .
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various contextual variables is contingent upon the nature of 
the organization.
In another study, Miller (1987) examined the need to 
match firm structure— in terms of formalization, 
centralization, complexity, and integration— and strategy- 
making processes. Strategy making processes included the 
degree of rationality, interaction, and assertiveness. The 
findings show that in successful and innovative firms, the 
relationship between strategy and structure is significant and 
can have important implications for performance.
Covin and Slevin's (1988) examination of organizational 
structure (organic versus mechanistic) indicates that, for the 
firms sampled, EO positively affected the performance of 
organically-structured firms and negatively affected 
mechanistically-structured firms. That is, lower performance 
was characterized by misalignment (e.g., mechanistically- 
structured entrepreneurial firms or organically-structured 
conservative firms). Thus, firm performance was jointly 
determined by the interaction of entrepreneurial style and 
structure (Covin & Slevin 1988) . Slevin and Covin (1990) 
argue that entrepreneurial firms require a supportive 
organizational structure and culture. High performance is 
contingent upon the firm's ability to simultaneously adjust 
organizational system elements, including organizational 
structure (Slevin & Covin 1990). Continued performance 
requires the organization to "cycle" back and forth between
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management style to structure alignments in response to the 
level of environmental hostility. Thus, entrepreneurship is 
not always optimal, but instead is contingent upon firm 
structure and the nature of the firm's environment.
Naman and Slevin (1993) further assess entrepreneurship 
and the match between management style (entrepreneurial or 
conservative), organizational structure (organic or 
mechanistic), and mission strategy (build, hold, harvest, or 
divest), with the premise that the environment specifies the 
"desired" level of entrepreneurship in the firm. The negative 
influence of misfit on firm performance was significant (p < 
0.02). However, while the aggregate measure of misfit did 
significantly influence firm performance, individually, 
organizational structure and management style did not.
Bahrami and Evans (1987) and Jennings and Lumpkin (1989) 
focus on innovativeness in their analyses of organizational 
structures. Bahrami and Evans (1987) found that structural 
characteristics such as job design, departmentalization, 
coordination mechanisms, decision-making, and control systems 
can distinguish innovative from non-innovative firms. 
Successful high-technology firms were structured so as to 
support the operating core. Communication was used to 
coordinate work and the staff- supported line activities. 
Also, hybrid structures were designed to facilitate the fusion 
of operational and strategic roles. Finally, compensation
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systems rewarded accomplishments rather than seniority and 
spans of control.
Jennings and Lumpkin (1989) examined the differences 
between entrepreneurial and non-entrepreneurial firms along 
three elements of management structure— centralization of 
decision-making (Burns & Stalker 19 61); specialization (Pugh, 
et al. 1968); and integration processes (Lawrence & Lorsch 
1967). The results suggest that entrepreneurial
organizations, more than conservative firms, tend to rely on 
(1) participative decision-making, and (2) specialized 
personnel in decision-making.
Strategy
A firm's business strategy has also been shown to 
influence the EO to performance relationship (see Table 2.5). 
Woo and Cooper (1981) sought to identify firms that had 
implemented successful low market share strategies and their 
corresponding product-market choices. The product market 
choices of effective low share firms were hypothesized as 
being significantly different from firms that followed 
effective high share and ineffective low share strategies. 
The researchers found that effective low share firms were 
concentrated in specific product-market environments that 
provided some degree of stability. Although ineffective low 
share firms also located in this same environment, the primary 
difference was in how they competed. Effective low share 
firms focused on key strategic activities such as intense
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Table 2.5
Strategy and Entrepreneurial Activity
Study Key Findings
Woo & Cooper 
1981
Effective firms focused on key 
strategic activities such as intense 




Firms should match the business unit's 
general manager to its strategy.
Miller 1988 A congruence of strategy with 








Aggressiveness had no significant 
impact on growth and a significantly 
negative impact on profitability. 
Proactiveness had a significantly 
positive impact on growth and 
profitability.
Risk-taking had a significantly 
negative impact on profitability.
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marketing and careful cost control, while ineffective firms 
adopted aggressive postures that paralleled those of effective 
high share businesses. These results highlight the importance 
of a selective focus when developing and implementing a 
competitive strategy.
Gupta and Govindarajan (1984) examined the association 
between business strategy (build versus harvest) and the 
actions of SBU managers. It was hypothesized that managers in 
charge of build businesses would be more entrepreneurial than 
those in charge of harvest businesses. The findings suggest 
that a firm should match the business unit's general manager 
to its strategy. Greater marketing/sales experience, higher 
propensity to take risks, and greater tolerance for ambiguity 
were found to contribute to the effectiveness of SBU build 
strategies and hamper harvest strategies.
Miller (1988) found that successful firms are those with 
"significant complimentaries" between a firm's strategy and 
its environment and structure. Innovative differentiation, 
which can provide more competitive products in changing 
environments (Burns & Stalker 1961; Porter 1980; Thompson 
1967), is most likely to be pursued in uncertain environments 
and is associated with the use of technocrats and liaison 
devices. A cost leadership strategy is more likely to be 
effective in stable and predictable environments. Results 
indicate that some complimentaries of strategy with 
environment and structure did lead to good performance.
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Similarly, Sandberg and Hofer (1987) suggest that successful 
new ventures must develop sustainable, distinctive 
competencies. In their study, differentiated strategies were 
more successful than focus strategies. Apparently the broader 
scope of a differentiated strategy allowed for a wider 
application of distinctive competencies than did 
undifferentiated strategies. However, when examining the 
influence of various contextual variables, the effectiveness 
of any one particular strategy was found to be situation 
specific.
Venkatraman (1989), in developing a measure of a strategy 
construct at the SBU level— termed Strategic Orientation of 
Business Enterprises (STROBE)— identified six key 
components— aggressiveness, proactiveness, riskiness, 
analysis, defensiveness, and futurity. An examination of the 
relationships between these strategic dimensions and 
performance found the three components most often associated 
with an EO— aggressiveness, proactiveness, and risk- 
taking— were generally consistent with the extant literature. 
Aggressiveness was found to have no significant effect on 
growth and a significantly negative effect on current 
profitability. Proactiveness had a positive and significant 
influence on both growth and profitability. Risk-taking had 
a negative and insignificant effect on growth, but a negative 
and significant effect on profitability.
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Strategy-Making Processes
Burgelman's (1983) field study examined six internal 
corporate venturing (ICV) projects. Successful ICV projects 
were found to result from the strategic initiatives of 
entrepreneurial oriented middle managers and their product 
championing activities. Product championing activities 
included decisions and behaviors aimed at the evaluation of 
projects, resource mobilization, and developing top management 
interest. Managers risked their reputations to pursue 
opportunities and hopefully manage a successful internal 
venture. A key to success was the ability to link the 
entrepreneurial behavior of middle managers and top management 
acceptance (see Table 2.6).
Miller and Friesen (1982) suggest that in conservatively 
oriented firms, product innovation does not occur unless 
adequate resources are available and environmental threats are 
identified and analyzed. An EO firm continuously engages in 
innovative activities aimed at developing distinctive 
competencies. Information processing variables and decision­
making variables are expected to increase innovation in 
conservative firms and curb excessive innovation in 
entrepreneurial firms. While entrepreneurial firms might be 
expected to engage in increased levels of environmental 
scanning (Schafer 1990), both control and, somewhat 
surprisingly, scanning were significantly lower in 
entrepreneurial firms. Finally, as predicted, the strategic
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Table 2.6
Strategy-Making Processes and Entrepreneurial Activity
Study Key Findings
Burgelman 1983 A key to successful ICV was the ability 
to link the entrepreneurial behavior of 




The strategic decision-making variables 
of analysis, futurity, and 
consciousness of strategy correlated 
positively with innovation in 
conservative firms.
Schafer 199 0 Scanning behaviors varied depending on 
the level of entrepreneurship. Highly 
entrepreneurial firms used human 




Decision-making was more participative 
in entrepreneurial firms.
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decision-making variables of analysis, futurity and 
consciousness of strategy correlated positively with 
innovation in conservative firms and negatively in 
entrepreneurial firms. In reactive firms these variables may 
increase awareness of problems, opportunities, and
innovation. In entrepreneurial firms these same activities 
may reduce innovation (Miller & Friesen 1982). According to 
Schafer (1990), Miller and Friesen's (1982) findings suggest 
the need to examine the scanning-posture relationship. 
Schafer investigated whether scanning source usage (personal 
contact versus written sources) for the purpose of decision­
making varied according to a firm's strategic orientation. 
Sub-sample analysis indicated that scanning behaviors varied 
depending on the level of entrepreneurship. Highly 
entrepreneurial firms used human sources more frequently than 
did conservative firms. Written sources were used to the same 
degree by all types. This implies that highly entrepreneurial 
firms prefer the use of human channels, that may possess an 
exclusivity unavailable from written sources for decision­
making. This allows such firms to rapidly respond to change 
(Schafer 1990).
These results seem to contradict those of Miller and 
Friesen (1982). However, the two studies are not comparable 
(Schafer 1990). Three of the four scanning source usage items 
used by Miller and Friesen fell into the written category and 
only one contained human channels. Thus, rather than
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differentiating between types of information sources, Miller 
and Friesen examined general data-gathering behavior (Schafer 
1990).
Jennings and Lumpkin (1989) also examined variation in 
the strategic decision-making processes of entrepreneurial and 
conservative firms. Entrepreneurial organizations were 
hypothesized to be more participative (decentralized) than 
conservative firms, a finding unsupported by Miller and 
Friesen (1982). The study was based on arguments by Thompson 
(1969) that dispersed power makes possible a large number and 
variety of subcoalitions that tend to support innovation. It 
was also hypothesized that entrepreneurial oriented firms 
would use less liaison devices for strategic decision-making 
both within and among organizational units.
Decision-making was found to be more participative in 
entrepreneurial firms. In increasingly conservative firms 
more unilateral decision-making was found. This supports 
Burns and Stalker's (1961) locus of authority concept within 
an organic organizational structure, and Pearce and David's 
(1983) arguments that organic, innovative organizations are 
characterized by a participative management style (Jennings & 
Lumpkin 1989).
No significant support was found for the hypothesis that 
entrepreneurial organizations tend to rely less on integration 
mechanisms than do conservative organizations. This 
contradicts the idea that integrative processes enhance
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
54
innovation by (l) bringing important facts to bear upon the 
decision (Lawrence & Lorsch 1967) and (2) by securing the 
effective collaboration needed to realize new product 
innovations (Miller & Friesen 1982). However, others argue 
that integration processes can hamper innovativeness by 
warning managers of potential problems resulting from 
excessive innovation (Galbraith 1973). Further research on 
the effects of strategy-making processes on the relationship 
between an EO and performance is needed.
Firm Resources
Research suggests that the availability of resources 
affect a firm's ability to engage in entrepreneurial 
activities (see Table 2.7). According to Romanelli (1987), 
because an entrepreneurial posture tends to be resource­
consuming, a firm's entrepreneurial capacity will be, to some 
extent, limited by its resource base. Also, the types of 
resources controlled may affect entrepreneurial activity 
(Lumpkin & Dess 1996). For example, one of Miller's (1983) 
unsuccessful archetypes— The Aftermath— is characterized by a 
lack of resources that inhibits product-market innovation. 
However, Stevenson and Gumpert (1985) state that it is not 
necessarily the size of the resource base or commitment, but 
how firms commit and deploy resources. In addition, 
management must consider the timing of commitments. Instead 
of a single decision for total resource commitment, staged
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Table 2.7
Firm Resources and Entrepreneurial Activity
Study Key Findings
Miller 1983 A lack of resources 
inhibited product-market 
innovation.
Romaneli 1987 The aggressive exploitation 
of resources in a broad 
market requires a greater 
level of resources. 
Specialists, who competed 
in a narrow segment of the 
market have the greatest 
chance of survival. Also, 
firms that survived their 
early years maintained 
their strategic postures.
Miller & 
Friesen 1978 A variety of strategies were effective depending on 
the nature of the 
environment and the 
assortment of complementary 





Entrepreneurs scoring high 
on the Pioneering- 
Innovation scale used 
networking to raise capital 
to a greater degree than 
those scoring low on the 
scale.
Ostgaard & 
Birley 1994 Most firms follow multiple, but "logically consistent" 
patterns of strategic 
behavior. Firms who 
emphasized product 
innovation and multiple 
markets use larger personal 
networks.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
56
commitments can foster more effective responses to 
competitors, markets, and technologies.
Romanelli (1987) examined the effects of strategic 
activities on firm survival and future capacity for change and 
growth. Depending on management team characteristics, and the 
kind and amount of resources available, a firm can choose to 
focus on either a narrow or broad segment of the market. In 
addition, the firm can elect to exploit resources rapidly or 
adopt a more conservative approach. Each decision has certain 
trade-offs. For example, aggressive exploitation of resources 
in a broad market domain requires a greater expenditure of 
resources. Also, the decisions made (e.g., the level of 
investment in personnel and/or technology) can influence 
future organizational outcomes, especially when environmental 
conditions change. Thus, managers must position their firms 
to respond to, and be competitive in, future and different 
environments. The findings suggest that firms can survive 
their early years by employing a variety of strategic 
orientations. While specialists seemed to have the greatest 
chance for survival, generalists also did well in emerging and 
rapid growth markets as long as they simultaneously adopted an 
aggressive posture towards exploiting available resources. 
Finally, most of the firms that survived their early years 
maintained their strategic postures. This suggests that once 
a strategy proved successful, organizations tend to 
concentrate on maintaining that strategy, regardless of shifts
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in environmental conditions. While minor changes were 
observed, rarely did a firm shift from, for example, a 
specialist to a generalist or from an aggressive exploiter of 
resources to a more conservative orientation. Also, there was 
no discernable pattern in the direction of adaptation.
Romanelli's (1987) study implies that there may be many 
routes to organizational survival and that a firm's early 
strategic decisions regarding resource usage can affect its 
future. Environments seem to "tolerate" a number of different 
strategies for exploiting resources. Similar results were 
reported by Miller and Friesen (1978, 921) who state that, "a 
variety of coping methods can be effective, depending upon the 
nature of the environment and the assortment of complementary 
organizational and strategy making attributes." However, 
Miller and Friesen (1978; 1983) also suggest that
organizations must revise their strategy-making processes to 
cope with more challenging environments.
Ramachandran and Ramnarayan (1993) examined the use of 
interpersonal networking as a means of raising resources for 
firm creation and growth. Those entrepreneurs sampled who 
scored high on a need for unique, path-breaking 
accomplishments (pioneering) and transforming the status quo 
(innovation) used networking to raise capital to a greater 
degree than those with low Pioneering-Innovation (PI) scores. 
This was especially true during new firm start-up. Networking 
was also used to identify market opportunities, obtain
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personnel, identify and develop technology, identify
suppliers, obtain ideas, and ensure future support. This 
implies that entrepreneurs who take a high level of risk, and 
thus seek to mobilize resources, employ interpersonal
networking to meet those challenges. In addition, high PI
entrepreneurs synthesized suggestions from their contacts, 
which increased learning.
Ostgaard and Birley (1994) examined the relationship 
between the owner-manager's personal network and the strategic 
posture of new ventures, with the premise being that this 
network is the most important resource in the early stages of 
firm development. Thus, management should "match" their 
networks to the firm's strategic posture. A market growth 
strategy would require a network outside the firm, an internal 
network within the key functions, and a manager with skills in 
areas such as motivation, communication, and conflict 
resolution (Szilagyi & Schweiger 1984). In contrast, a 
strategy involving one dominant customer may require fewer 
contacts in the marketplace and limited networking activity. 
The findings showed that most of the firms followed multiple, 
but "logically consistent," patterns of strategic behavior. 
Also, owner-managers differed in their emphasis on developing 
and maintaining networks. For example, firms who emphasized 
product innovation and multiple markets had, on average, a 
larger network than any of the other clusters. Thus, personal 
networks may play a role in the strategic orientation of
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firms. This is consistent with social network theory which 
states that through personal networks, owner-managers gain 
access to critical resources that the firm does not possess 
internally (Ostgaard and Birley 1994) . Thus, these networks, 
and other resources, can affect the relationship between a 
firm's EO and performance (Lumpkin & Dess 1996).
Top Management Characteristics
Cooper and Dunkelberg (1986) examined how entrepreneurial 
characteristics vary depending on the "path to ownership"—  
start-up, purchase, inheritance, and being promoted or hired 
from outside the firm (see Table 2.8). It was posited that 
each path involves different "degrees" of entrepreneurship 
that should be reflected in the profiles of the owner- 
managers. The findings demonstrated that owner-managers who 
follow different paths to ownership appear to differ in a 
number of ways. As expected, those who were promoted or hired 
from outside the firm were clearly the most managerial. Those 
who started firms were the most entrepreneurial, and those who 
purchased firms were only slightly less entrepreneurial. The 
primary implication of this study is that it supports a priori 
reasoning on the concept of "degree of entrepreneurship" 
(Cooper & Dunkelberg 1986).
MacMillan et al. (1987), in an a postpriori analysis of 
new ventures, identified specific determinants of failure. 
Most of the problems could be directly attributed to flaws in 
the management team (e.g., inability to sustain effort
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Table 2.8




Owner-managers who followed different 




The major difference between successful 
and unsuccessful firms are attributable 
to an inability to sustain effort, 
unfamiliarity with the target market, 




A management team consisting of 
multiple members with experience 
working together and heterogeneity in 
industry experience increased firm 
performance.
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against competition, unfamiliarity with the target market, 
and/or no track record). Thus the major differences found 
between successful and unsuccessful firms were these venture 
team characteristics.
Eisenhardt and Schoonhoven (1990) also examined the 
effects of top management team characteristics on the growth 
of new firms. The purpose was to link organizational growth 
with top management team, technical strategy, and competitive 
environment during start-up. It was posited that these 
conditions would significantly shape young firms and influence 
organizational growth. A superior top management team, that 
consisted of members with different industry experience and 
previous experience working together, was found to increase 
performance. This influence was especially robust in growth- 
markets. Also, the positive impact of superior teams grew 
over time.
According to the authors, this shows that specific top 
management team characteristics can provide firms with the 
ability to move quickly, get more done, and make fewer 
mistakes than other teams. In contrast, weak teams were less 
successful, made more mistakes, and performed particularly 
poorly in nongrowth markets. Thus, top executives seemed to 
make a difference in sales growth (Eisenhardt & Schoonhoven
1990).
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External Factors
Prior research has established that the EO to firm 
performance relationship is contingent upon both 
environmental factors and industry characteristics (Zahra 
1993; Zahra & Covin 1995) . Covin & Slevin (1991) state that 
entrepreneurial postures appear to promote high levels of firm 
performance in highly competitive, unforgiving, "hostile 
environments." For example, high tech industries commonly 
consist of a disproportionate number of entrepreneurial firms 
(Maidique & Hayes 1984) . Khandwalla (1987) suggests that 
firms often respond to such challenging conditions by adopting 
entrepreneurial postures.
Environment
One widely recognized environmental dimension with strong 
theoretical ties to the entrepreneurship construct is 
environmental hostility (see Table 2.9) which is defined as a 
high level of competitive intensity, a lack of market 
opportunities, high uncertainty, and a general vulnerability 
to external influences (Dess & Beard 1984). An EO can 
increase firm performance under hostile environmental 
conditions. For example, Miller and Friesen (1983) found that 
changes in innovation and proactiveness were more positively 
related to changes in environmental hostility among 
"successful" firms than among "unsuccessful" firms. In 
hostile environments an EO is posited as providing the means 
for developing and exploiting opportunities that result in
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Table 2.9




Changes in innovation and proactiveness 
are more positively related to changes 
in environmental hostility among 
successful firms than among 
unsuccessful firms.
Covin & Slevin 
1989
Changes in innovation and proactiveness 
are more positively related to changes 
in environmental hostility among 
successful firms than among 
unsuccessful firms.
Zahra & Covin 
1995




As environmental uncertainty increased 
so did the need for increased 
innovation. As the environment became 
more certain, firms needed to adapt by 
emphasizing efficient production and 
the competitive quality of existing 
products.
Naman & Slevin 
1993
A positive relationship between EO and 
the performance of organically 
structured firms in a turbulent 
environment.
Miller 1983 A significantly positive relationship 
between the environment and individual 




The environment moderates the 
effectiveness of various strategic 
modes.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
64
competitive superiority. Covin and Slevin (1989) also argue 
that because benign environments provide many market 
opportunities and peaceful coexistence among firms, an EO in 
such settings may represent an unnecessary risk. Zahra and 
Covin (1995) support this contention with their finding that 
an EO generally performed best in hostile environments. In 
contrast, firms exhibiting lower levels of entrepreneurial 
activity generally performed best in benign environments.
Karagozoglu and Brown (1988) examined changes in the 
innovative behavior of conservative and entrepreneurial firms 
in response to shifts in the level of environmental 
uncertainty. These two postures were found to produce 
different innovative behaviors in response to changes in 
environmental uncertainty. As environmental uncertainty 
increased, so did the need for increased innovation. As the 
environment became more certain, firms needed to adapt by 
emphasizing efficient production and the competitive quality 
of existing products rather than new product development 
(Karagozoglu & Brown 1988).
Naman and Slevin (1993) found support for a positive 
relationship between EO and the performance of organically 
structured firms in a turbulent environment. Miller (1983) 
also tested the relationship between the environment and 
individual components of EO and found a significant 
association with performance. These findings are consistent 
with the contingency perspective that an EO per se is not
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necessarily desirable in all situations. Clearly, the nature 
of a firm's environment must be considered as potentially 
promoting or stifling the impact of an EO on firm performance.
Each of these studies support Miller and Friesen's (1978) 
findings that the environment moderates the effectiveness of 
various strategic modes. For example, in a very challenging 
environment, successful firms are generally characterized by 
a very assertive effort toward product-market innovation. 
Even in more stable environments, successful firms innovate 
more quickly (proactiveness) and boldly (risk-taking) than 
competitors. However, changes in the product-market
strategies of these firms are more of a modification of 
existing strategies than a complete re-orientation (Miller & 
Friesen 1978).
These studies suggest that a variety of coping methods 
(i.e., strategic modes) can be effective depending on the 
nature of the environment and the assortment of complementary 
organizational and strategy making attributes. Thus, while 
support has been found for the moderating effect of the 
environment, the environment does not completely dictate the 
strategic responses of successful firms (Miller & Friesen 
1978) .
Zahra (1993) identified another environmental 
attribute— munificence— that may moderate the EO to 
performance relationship. Munificence refers to the abundance 
of opportunities for innovation in an industry. This
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attribute may be important for entrepreneurship research 
because some environments may limit what a firm can do with 
regard to innovation, proactiveness, and risk-taking 
behaviors. Other environments may be more hospitable to 
entrepreneurial ventures. Future research examining the role 
of munificence on the EO to performance relationship is needed 
(Zahra 1993).
Industry Structure
Entrepreneurial activities can benefit from identifying 
attractive markets to enter (see Table 2.10). Attractive 
markets are generally characterized by (1) rapidly growing 
demand, (2) low competitive pressures or rivalrous responses, 
(3) one in which the firm holds a technology-based competitive 
advantage, and (4) commercially viable products and customers 
who are aware of product advantages (Eisenhardt & Schoonhoven 
1990; MacMillan & Day 1987; Miller & Camp 1985).
Miller and Camp (1985) suggest that corporate level 
managers can influence the likelihood of success by entering 
favorable markets and developing a corporate in-house 
environment conducive to entrepreneurship. In addition to the 
above mentioned characteristics, they suggest choosing markets 
in which the firm has a technology-based competitive 
advantage. Eisenhardt and Schoonhoven (1990) , in a similar 
argument, hypothesized that technological innovation would be 
associated with higher growth in new firms. However, their
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Table 2.10





Innovative technological strategies had 
no lasting impact on firm growth.
Also, some firms that were founded 




The interactive effects of 
entrepreneurial characteristics, 
business strategy, and industry 
structure had a greater impact on 
performance than any one variable did 
on its own.
Stuart & Abetti 
1987
The better performing firms 
successfully used technology in stable 
markets to carve out and maintain a 
market niche. However, large, rapidly 
growing markets offered much higher 
potential rewards for entrepreneurial 
behaviors.
Woo & Cooper 
1981
Effective low-market share companies 
were found in slow growth industrial 
markets.
Cooper 1979 A high need, high growth, large market 
did contribute to new product success, 
but that contribution was not as great 
as expected.
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results indicate that innovative technological strategies had 
no lasting impact on growth.
Sandberg and Hofer (1987) examined both the individual 
and interactive influence of entrepreneurial characteristics, 
the venture's business strategy, and industry structure on new 
venture performance. The results indicate that the 
interactive effects of all three variables had a much greater 
impact on new venture performance than any one alone. This 
provides additional support for the need to examine the EO to 
performance relationship from a contingency perspective. 
Further analysis revealed that industry structure had the 
strongest influence on performance. This supports the 
practice of many venture capitalists who specialize by 
industry. For academicians, the important role of industry 
structure suggests that specialization by industry may provide 
more effective research into the influences of both strategy 
and the entrepreneur on new venture performance (Sandberg & 
Hofer 1987) .
While growth markets do provide the resource 
opportunities that can increase the prospects of survival, 
they do not guarantee success (Aaker & Day 1986) . For 
example, Eisenhardt and Schoonhoven (1990) identified some 
firms that were founded during a growth stage but did not 
prosper. In addition, Stuart and Abetti (1987) found that the 
better performing firms were not in larger, more rapidly 
growing markets. Rather, they were successfully using
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technology in more stable markets to carve out and maintain a 
market niche. Similar results were reported by Woo and Cooper 
(1981) who found that effective low-market share companies 
tended to occur in slow growth industrial markets. However, 
Stuart and Abetti (1987) also found that large, rapidly 
growing markets offered much higher potential rewards for 
entrepreneurial behaviors. These findings support those of 
Cooper (1979) who found that a high need, high growth, large 
market did contribute to new product success, but that the 
contribution was not as great as what might be expected. This 
was attributed to the attractiveness of the market to new 
competitors which made success an up-hill battle. In 
contrast, smaller, apparently less attractive markets may 
offer unique opportunities to new products or entrepreneurial 
organizations.
Organizational Culture 
Organizational culture has also been identified as a 
potentially important contingency variable in the EO to 
performance relationship (see Table 2.11) (Cornwall & Perlman 
1990; Covin & Slevin 1991; Lumpkin & Dess 1996; Zahra 1993). 
According to Lumpkin and Dess (1996) , the ability of a firm to 
develop and maintain an EO is contingent upon an 
organization's culture. Cornwall and Perlman (1990, 66)
agree:
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
70
Table 2.11
Organizational Culture and Entrepreneurial Activity
Study Key Findings
Kanter 1982 A firm's innovative capacity is 
affected by cultural norms.
Burgelman & 
Sayles 1986




Organizational culture can enhance or 
diminish a firm's level of competitive 
proactiveness.
Stuart & Abetti 
1987 The congruence of company image, product experience, culture, and 
approach to the marketplace had a 
strong positive correlation to the 
firm's ability to attain original 
expectation, probability of survival, 
ability to attract outside capital, 
employee satisfaction, and 
contributions to society.
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Culture is a key determinant of, and the first step in 
fostering entrepreneurial activity within an 
organization. It touches and influences everything 
that people do. Positive cultures are ones that are 
in line with an organization's vision, mission, and 
strategies. In entrepreneurial organizations positive 
cultures support organizational entrepreneurship. In 
other organizations where entrepreneurship is lacking 
as a strategic goal, the culture does not support risk 
taking, searching for opportunities, and innovation.
According to Cornwall and Perlman (1990), a culture that 
promotes entrepreneurial activity is characterized by a number 
of factors. For example, emphasis is on new ideas, the 
future, risk-taking, and creativity. Finally, efficiency is 
valued if the culture is benign and supportive of new ideas 
and products. However, efficiency is not seen as an end-all 
in and of itself (Cornwall & Perlman 1990).
Kanter (1982) found that a firm's innovative capacity is 
affected by cultural norms. The level of innovative 
achievement was correlated with the degree to which the 
organizations' structures and cultures supported middle 
managers' creativity. Cultures that encouraged collaboration 
and teamwork produced the most entrepreneurial activity. The 
two companies with the lowest proportion of innovative 
achievements had organizational cultures that are described as 
idiosyncratic, uncertain, and inconsistent. According to 
Kanter (1982), organizational structure, practices, and 
culture each play significant roles in developing the 
circumstances under which innovation can flourish. In 
addition, organizational culture can also enhance or diminish 
business-related risk-taking (Burgelman & Sayles 1986) and a
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firm's level of competitive proactiveness (Miller & Friesen 
1984) .
While a firm's culture can be expected to affect EO, it 
is also likely that an EO will help shape and organization's 
culture (Covin and Slevin 1991)• An EO permeates all levels 
of an organization. This includes top-level management which, 
through its actions, has a widely recognized impact on 
organizational culture (Deal & Kennedy 1982; Peters & Waterman 
1982). These managers help create a culture that supports an 
EO by encouraging risk-taking and innovation. Thus, EO and 
organizational culture can be mutually reinforcing and operate 
in a relationship of reciprocal causality (Covin & Slevin
1991).
As a result of these studies, cultural attributes are 
often identified with entrepreneurial firms (Cornwall & 
Perlman 1990; Covin & Slevin 1991). However, there has been 
insufficient empirical research on the effects of various 
organizational culture types on entrepreneurial activities and 
the EO to performance relationship (Covin & Slevin 1991; 
Pearce et al. 1997; Zahra 1993; Zahra & Covin 1995). In order 
to facilitate a more thorough empirical analysis, a clearer 
explanation of culture is needed.
The Concept of Culture
The concept of culture is rooted in both anthropology and 
sociology. Anthropologists emphasize the description of 
relatively small, self-contained societies. These
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descriptions are organized as ethnographies wherein the 
presence of culture is displayed by the identification and 
elaboration of such matters as language, taboos, and standards 
of behavior that are shared by members of the studied society. 
From these descriptions the analyst infers the pattern(s) said 
to simultaneously knit the society into an integrated whole 
and to differentiate it from others (Van Maanen & Barley
1991).
Kroeber and Kluckhohn (1952) analyzed over 160 
definitions of culture and summarized that culture includes 
learned ideas, patterns, and values based on symbols. It is 
seen as both an abstraction from behavior and the product of 
behavior.
Sociologists Howard Becker and Blanche Geer (1970, 134)
describe culture as follows:
Any social group, to the extent that it is a 
distinctive unit, will have to some degree a culture 
differing from that of other groups, a somewhat 
different set of common understandings around which 
action is organized, and these differences will find 
expression in a language whose nuances are particular 
to that group.
As such, culture is seen as a set of common
understandings that are expressed in language. Pettigrew
(1979) refers to culture as symbols, languages, ideology,
belief, ritual, and myth. Culture is defined as,
the system of . publicly and collectively
accepted meanings operating for a given group at a 
given time. This system of terms, forms, categories, 
and images interprets a people's own situation to 
themselves" (Pettigrew 1979, 574).
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Hofstede (1980, 25) defined culture as:
the collective programming of the mind which 
distinguishes the members of one human group from 
another, . . . the interactive aggregate of common
characteristics that influences a human group's 
response to its environment . . . Culture in this
sense includes systems of values; and values are among 
the building blocks of culture.
This view posits that culture evolves from the shared
values of a group regardless of the geographical location,
career orientation, or educational achievement of members.
Terpstra and David (1991, 6) describe culture as:
. . .  a learned, shared, compelling, interrelated set 
of symbols whose meanings provide a set of 
orientations for members of a society. These 
orientations, taken together, provide solutions to 
problems that all societies must solve if they are to 
remain viable.
According to this view, culture is taught to new members, 
but the teachings are the result of traditions that are passed 
down from one generation to another.
Despite this lack of consensus, most researchers would 
probably agree on several points. First, culture is seen as 
holistic, historically determined, and related to 
anthropological concepts. Such cultures are also believed to 
be socially constructed, soft, and difficult to change 
(Hofstede et al. 1990).
The Levels of Culture
Sales and Mirvis (1984) differentiate between two levels 
of culture. On the surface are human actions in the form of 
language and behavior occurring in culture-specific domains.
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This includes traditions, customs, and rituals. Underlying 
this realm is one of values and meaning. At this level 
assumptions give significance to communication, socialization, 
and behavior, as well as legitimacy to organization (Sales and 
Mirvis 1984).
Schein (1981, 1985) suggests that culture can be analyzed 
at three distinct levels, where the term level refers to the 
degree to which the cultural phenomenon can be observed. 
According to Schein, much of the confusion in defining culture 
results from not differentiating the levels at which it 
manifests itself. Except for a few exceptions (Hofstede et 
al. 1990; Kilmann et al. 1986; Rousseau 1990; Schein 1981, 
1984, 1992) , most researchers have failed to view culture as 
a multi-element, multi-level construct (Rousseau 1990).
The levels of culture including artifacts, espoused 
values, and basic underlying assumptions— range from tangible 
overt manifestations that one can see and feel to deeply 
embedded, unconscious assumptions that define the essence of 
culture (Denison 1990) . In between are various values, norms, 
and rules of behavior that members of the culture use to 
depict the culture to themselves and others. According to 
Denison (1990), recognizing the various levels of a culture 
provides the first step in operationalizing the concept. 
Table 2.12 identifies some of the various elements that have 
been studied in organizational culture research.
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Table 2.12
Cultural Elements Studied by Researchers
stror YEAR ELEMENT
Kroeber & Kluckhohn 1952 symbols
Kluckhohn & Strodbeck 1961 values orientations
Haire et al. 1961 values
Kluckhohn et al. 1962 values
Geertz 1973 symbols
England et al. 1974 values
Pettigrew 1979 artifacts, patterns of 
behavior






Ouchi 1981 symbols, ceremonies, 
myths
Quinn & Rohrbaugh 1981 values
Schwartz & Davis 1981 values
Badar, Grey, & Kedia 1982 values
Beyer & Trice 1983 rites
Martin & Siehl 1983 values
Schein 1983 unconscious assumptions
Smircich 1983 beliefs and values
Uttal 1983 values
Wilkins 1983 artifacts, unconscious 
assumptions
Allaire & Firsirotu 1985 patterns of behavior
Adler 1986 value orientations
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Table 2.12 (continued)
Rousseau 1988 norms
Hofstede et al. 1990 symbols, heroes, & 
rituals
Nelson 1990 values
Gopalan 1991 value orientations
Cameron and Freeman 1991 values
Quinn and Spreitzer 1991 values
Zammuto and Krakhower 1991 values
Terpstra and David 1991 symbols
Deshpande et al. 1993 values
Stebbins 1993 values
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Artifacts. According to Schein (1985), culture exists 
simultaneously on three levels. At the surface are artifacts, 
which are tangible aspects of the culture that are shared by 
members of the organization. These verbal, behavioral, and 
physical artifacts are the surface manifestations of 
organizational culture (i.e., what one sees and hears on 
entering an organization's precincts). Examples include 
language, stories, rituals, emotional displays, published 
lists of values, and ceremonies. As such, artifacts are the 
audible and visible results of activity grounded in values and 
assumptions (Hatch 1993) . For cultural analysis, this level 
would also include the visible behavior of the group and the 
organizational processes into which such behavior becomes 
routine.
While this level of culture is easy to observe, it is 
difficult to interpret. For example, one can describe what is 
seen or felt in an organization but cannot necessarily 
reconstruct what those things mean or whether they reflect 
important underlying beliefs (Schein 1985).
Another perspective posits that one's own response to 
symbols (e.g., buildings) can lead to the identification of 
major images and root metaphors that reflect the deepest level 
of culture (Gagliardi 1990) . This might be especially true if 
the organization is being studied by a researcher belonging to 
the same culture. The problem is that symbols are ambiguous.
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Without experiencing the culture one cannot test one's insight 
into the meaning of something.
It is especially dangerous to infer deeper assumptions 
from artifacts alone because one's interpretations will 
inevitably be influenced by one's own feelings and reactions. 
For example, if one encounters an organization that is very 
informal, one may interpret this as inefficiency if one's 
background is based on the assumption that informality means 
playing around and not working.
Another problem in attempting to decipher culture from 
artifacts is that different observers tend to report on 
different sorts of artifacts, leading to problems of 
classification and noncomparable descriptions. While
anthropologists have developed classification systems, they 
tend to be so vast and detailed that culture becomes extremely 
difficult to discern.
If one is part of a group for an extended period of time, 
the meanings of artifacts gradually become more clear. If an 
observer wants to achieve this level of understanding more 
quickly than by becoming a member of the group, he or she can 
attempt to analyze the espoused values, norms, and rules that 
provide the day to day operating principles by which the 
members' behaviors are guided. This type of analyses leads to 
the next level of culture (Schein 1992), espoused values.
Values. Values are the social principles, philosophies, 
goals, and standards that are considered to have intrinsic
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worth (Denison 1990). As such, they represent members'
preferred means of solving problems. Values form the 
evaluational basis that group members utilize for judging 
situations, acts, objects, and people, as well as the sins of 
an organization.
All group learning is a reflection of someone's sense of 
"what ought to be." As such, values represent basic
convictions that "a specific mode of conduct or end-state of 
existence is personally or socially preferable to an opposite 
or converse mode of conduct or end-sate of existence" (Rokeach 
1975, 5). Rokeach (1968, 124) defines values as "abstract
ideals, positive or negative, not tied to any object or 
situation representing a person's beliefs about modes of 
conduct and ideal terminal modes . . ." Kluckhohn et al.
(1962, 369) defines values as, "a conception, explicit or
implicit . . .  of the desirable which influences the selection 
from available modes, means, and ends of action." In a 
similar definition of values as a conception of the desirable, 
Conner and Becker (1975, 5521) state that "values may be
thought of as global beliefs about desirable end-states 
underlying attitudinal and behavioral processes."
According to Schein (1992), when a group is faced with a 
new problem, the fist solution proposed reflects various 
individual assumptions of what is right or wrong, what will 
work or not work. However, what is proposed as a solution can 
only attain the status of a value after the group has taken a
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common action in response to the problem, and the members have 
together observed the outcome of that action.
If the action taken results in a solution that is 
perceived by the group as successful, then that action will be 
transformed into a shared value or belief and, ultimately, 
into a shared assumption (Schein 1992). Continued success 
eventually leads to group members forgetting that originally 
they were not sure of the proposed course of action and that 
at an earlier time it had been debated and confronted.
Through this process of social validation, members learn 
that values reduce uncertainty in critical areas of the 
group's functioning. As they continue to succeed, these 
actions become transformed into nondiscussable assumptions 
supported by articulated sets of beliefs, norms and 
operational rules of behavior. These beliefs and rules, which 
eventually become embodied in an ideology or philosophy, 
remain conscious and are explicitly articulated because they 
guide members of the group in dealing with the uncertainty of 
intrinsically uncontrollable or difficult events (Schein
1992).
At this conscious level, values can predict much of the 
observed behavior at the artifactual level. However, if those 
values are not based on prior learning, they may also reflect 
only what Argyris and Schon (1978) refer to as espoused 
values. Espoused values may predict sufficiently well what 
people will say in a variety of situations but they may be
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inconsistent with what they will actually do in situations 
where those values should be operating.
If espoused values are reasonably congruent with the 
underlying assumptions, then the articulation of those values 
into an operating philosophy can assist in bringing a group 
together. However, in analyzing values one must differentiate 
between those that are congruent with underlying assumptions 
and those that are not. In order to develop a deeper level of 
understanding and to decipher the patterns of a culture, one 
must understand basic assumptions.
Basic Assumptions. At the deepest level (core) of 
culture are basic underlying assumptions that represent tacit 
beliefs that members hold about themselves and others, their 
relationships to other persons, and the nature of the 
organization in which they live. These largely invisible and 
unconscious assumptions are the foundational preconceptions 
that underlie an organization's basic purpose and functioning. 
Thus, Schein (1985) posits that they are the key to 
understanding and changing culture.
If one of these basic assumptions is strongly held, 
members of the group will find behavior based on any other 
premise unreasonable. Thus, assumptions are so deeply 
ingrained into the consciousness of organizational members 
that they are not questioned or debated. Rather than altering 
these assumptions, members would perceive events around them 
as congruent with their assumptions, even if this required a
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distortion of what is going on around them. It is in this 
psychological process that culture has its ultimate power, 
which is the power to define what members perceive, what 
things mean, and what actions are taken. Members are most 
comfortable with others who share the same set of assumptions 
(Douglas 1986) .
Members do not develop new assumptions in every group or 
organization they join. Instead, each member of a new group 
will bring his or her own cultural learning from prior groups. 
However, as the new group develops its own shared history, it 
will develop new or modified assumptions in critical areas of 
its experience. Those new assumptions make up the culture of 
that particular group (Schein 1992).
Organizational Culture
While the concept of culture has been central to 
anthropological studies for over a century, the term 
"organizational culture" is a relatively recent addition to 
the US academic literature (Hofstede et al. 1990) . It was not 
until the 198 0s that management scholars adopted the culture 
concept (Hatch 1993). Ouchi and Wilkins (1985) suggest that 
the development of interest in the concept of organizational 
culture resulted from the realization by organizational 
sociologists in the mid-1970s that traditional models of 
organizations did not explain disparities between 
organizational goals and actual outcomes, or between strategy 
and implementation. While most models of organizations
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incorporated systems, structures, and people, they did not 
include culture (Schwartz & Davis 1981). Ultimately, culture 
was seen as significantly contributing to organizational 
functioning with the potential to affect other organizational 
variables (e.g., structure, people, technology).
Despite agreement about the importance of culture, and 
given its inherent complexity and vagueness, researchers have 
struggled to reach a consensus on a definition of 
organizational culture (Reed et al. 1997). This lack of 
consensus has, in turn, led to difficulties in the measurement 
and operationalization of the construct.
Definitions of Organizational 
Culture
Schein (1981; 1984; 1985), developed a conceptual
framework for analyzing and intervening in the culture of
organizations. This perspective views organizational culture
as an holistic construct that describes the complex set of
knowledge structures that members use to perform tasks and
generate social behavior (Hofstede et al. 199 0). The work of
Schein was especially influential in the adoption of the
organizational culture concept by management scholars (Hatch
1993) . Schein (1985, 9) defines culture as:
[t]he pattern of basic assumptions that a given group 
has invented, discovered, or developed in learning to 
cope with its problems of external adaptation and 
internal integration, and that have worked well enough 
to be considered valid, and, therefore, to be taught 
to new members as the correct way to perceive, think, 
and feel in relation to these problems.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
85
Ouchi (1981) characterizes organizational culture as 
markets, hierarchies, or clans based on the dominant form of 
control over individual actions within each cultural form. 
Markets refer to organizational control via price mechanisms; 
hierarchies to organizational control through authority 
relationships; and clans to control via the use of shared 
values and beliefs.
Similar views of organizational culture described as "the 
way we do things around here" gained popularity in both 
corporate management and organizational research with the 
success of books emphasizing the cultural determinants of 
corporate performance (e.g., Deal & Kennedy 1982; Peters & 
Waterman 1982).
Desphande and Webster (1989, 4) adopt Van Maanen and
Schein's (1979) perspective in defining organizational culture 
as:
the pattern of shared values and beliefs that help 
individuals understand organizational functioning and 
thus provide them norms for behavior in the 
organization.
This view of organizational culture stems from Lewinian 
field theory which posits that individual behavior is a 
function of the interaction of the person and his or her 
immediate psychological environment (Lewin 1939). Adaptation 
to perceived internal and external environments results in 
certain shared values, beliefs, and norms which is the culture 
of the group or organization (Weick 1979) . In turn, the 
culture subsumes formal policies and procedures in its
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predetermination of the behaviors of the individuals within 
the group or organization (Ott 1989). Thus, organizational 
culture affects, and is impacted by, many aspects of the 
organization including structure, role expectations, how to 
solve problems, who makes decisions in various situations, and 
industry norms and practices (Hofstede et al. 1990).
In studying organizational culture it is important to 
recognize, and differentiate, culture from the similar concept 
of organizational climate. Organizational culture manifests 
itself in the deep structure of the organization through the 
interaction of diverse groups (Dennison 1996). This 
interaction results in a symbolic world dependent on 
individual cognition and action. Thus, culture refers to an 
evolved context and is sufficiently complex to resist many 
attempts at manipulation. In contrast, climate refers to a 
situation and its link to thoughts, feelings, and behaviors of 
organizational members (Dennison 1996). It is temporal, 
subjective, and often subject to direct manipulation by those 
with power and influence.
Climate is perceived as the way in which organizations 
operationalize the themes that pervade everyday behavior. 
These are the routines and behaviors that get rewarded, 
supported, and are expected by organizations (Desphande and 
Webster 1989). This, as opposed to organizational culture, 
which is viewed as a set of assumptions and understandings 
about organizational functioning. As such, culture refers to
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the history, norms, and values that members believe underlie 
organizational climate. While organizational culture provides 
an understanding of why organizations behave the way they do, 
organizational climate describes what is happening in 
organizations (Desphande, Farley, & Webster 1993; Schneider & 
Rentsch 1983).
A thorough discussion of the similarities and differences 
between organizational culture and climate is beyond the scope 
of this dissertation. A detailed examination of these two 
concepts can be found in research by Desphande, Farley, & 
Webster 1993; Desphande & Webster 1989; Rentsch 1990; 
Schneider & Rentsch 1983.
Measurement of the Culture Construct 
As with definitions of organizational culture, scholars 
disagree as to the appropriate methods for studying and 
understanding organizational culture (Quinn & Spreitzer 1991). 
There are two dominant schools regarding the measurement of 
organizational culture, the qualitative and quantitative (Ott 
1989) .
The Qualitative Perspective
The study of organizational culture initially relied on 
qualitative methods such as in-depth, open-ended interviewing 
and ethnography (e.g., extended participant observation). 
According to proponents of qualitative techniques, culture is 
a construct of the highest order of complexity. As such,
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organizational culture is difficult to objectively assess 
because it is grounded in the taken-for-granted, shared 
assumptions of individual organizational members. These
shared assumptions and understandings are thought to lie 
beneath the conscious level of individuals (Cameron & Freeman 
1991; Schein 1981). They are generally identified through 
stories, special language, artifacts and norms that emerge 
from individual and organizational behavior (Ouchi & Wilkens 
1985; Schein 1985). This requires qualitative techniques for 
producing the detailed data needed to generate richer, fuller, 
and more thorough descriptions of culture. The goal of such 
research has been described as "thick description" (Geertz 
1973) .
Quantitative methods of measurement are regarded as
"superficial, simple-minded, and cheap" (Ouchi & Wilkens 1985,
478), and unable to assess basic assumptions and values
(Schein 1985). Thus, in this view, culture does not lend
itself to measurement through standardized paper-and- pencil
instruments and statistical manipulation.
Rousseau (1990; 162-167) provides a summary of the
criticisms toward the use of quantitative methodologies in the
study of organizational culture.
1. Proponents of qualitative methods view culture as a 
set of "unconscious assumptions." According to Schein 
(1984), these "unconscious assumptions," which form the 
core of culture, are deeply embedded and thus difficult 
to decipher. As a result, only a complex interactive 
process of joint inquiry between researchers and insiders 
will yield knowledge of these assumptions. Such
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ethnographic methodologies allow the researchers to 
get the "feel" of an organization from the inside. 
That is, by becoming part of the environment under 
study, a researcher can gain insight into members' 
perceptions, shared symbols, and routines and rituals. 
Quantitative techniques cannot provide the researcher 
with this type of data. This perspective is shared by 
other researchers (e.g., Geertz 1973; Morgan & Smircich 
1980; Smircich 1983).
2. The forms and cultures of organizations are unique 
and thus, cannot be stereotyped to a few categories. 
Schein (1984) criticizes researchers for stereotyping and 
generalizing culture types without an extensive 
organizational data base. Doing so can result in the 
often flawed a priori structured approach to studying 
culture. For example, Schein (1984) suggests that 
culture types developed by American researchers are 
flawed in that they reflect ethnocentrism.
3. It may be extremely difficult for members of an 
organization to describe culture when it is viewed as 
fundamental assumptions developed by a social group to 
integrate itself and cope with the environment. As such, 
the quantitative assessment of culture is unsatisfactory 
and inappropriate. On the other hand, the use of 
ethnography and/or open-ended questioning— qualitative 
methodologies— is more flexible, interactive, and 
situation specific and thus, more appropriate.
4. In many cases questionnaires and standardized tests 
reflect the concerns of the researcher and not that of 
the respondents. Quantitative techniques are designed to 
elicit data that can be easily tabulated, correlated, and 
graphed. According to Schein (1984), researchers who 
purport to speak for respondents through aggregated 
survey data, rather than through the respondents' own 
words, are acting unethically.
Proponents of qualitative techniques suggest that 
extensive interaction is essential for uncovering the highly 
subjective and complex aspects of the "unconscious 
assumptions" underlying organizational culture. Such
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techniques allow for the identification and comprehension of 
organizational culture as seen by the subjects under study.
Limitations of the Qualitative 
Perspective
The qualitative approach has several inherent problems 
that make it difficult to apply (Denison & Spreitzer 1991). 
For example, ethnographic studies are unable to answer 
comparative questions such as those pertaining to the 
relationship between organizational culture and performance or 
effectiveness (Ott 1989) . Similar difficulties arise in 
attempting to make analytic comparisons across organizations 
(Siehl & Martin 1988). Also, qualitative research has been 
criticized for problems of looseness in researcher and 
measurement objectivity. According to Ouchi & Wilkins (1985), 
the goal of contemporary research on organizational culture is 
to go beyond the methods used by anthropologists by applying 
multivariate statistical analysis. The length of time 
required to complete ethnograhic studies (often months or 
years) and a lack of generalizability to other organizations 
are also cited as major problems with the qualitative approach 
(Denison & Spreitzer 1991). Because of these shortcomings 
there are many important theoretical questions that cannot be 
answered unless organizational culture is measured with a 
reliable, easily-administered instrument that allows for 
systematic observation (Ott 1989; Quinn & Spreitzer 1991).
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The Quantitative Perspective
According to proponents of quantitative methodologies for 
studying organizational culture, valid, theoretically-based 
survey instruments have been successfully developed (Zammuto 
& Krakower 1991). This allows for the generation of 
information that is not easily accessible using qualitative 
techniques. Several important reasons for the use of such 
measurement techniques have been identified (Gopalan 1991).
Multiple Lavers. Researchers differentiate among 
distinct levels (i.e., elements) of the organizational culture 
construct (e.g., Hofstede et al. 1990; Rousseau 1990; Sales & 
Mirvis 1984; Schein 1981, 1985, 1992). Proponents of
quantitative research, while acknowledging the "richness" of 
qualitative methodologies, posit that different levels of 
culture are best studied with different research 
methodologies. As a result many important questions 
concerning organizational culture cannot be answered without 
reliable and valid measures of the culture construct (Siehl & 
Martin 1981). While the innermost cultural elements (e.g., 
basic underlying assumptions) might best be studied through 
qualitative techniques, quantitative techniques are more 
appropriate for those elements found in the outermost layers 
(e.g. , values or norms) . As a result, the most appropriate 
methodology will depend on the element(s) being examined in 
the particular study.
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Cultural Content and Strength. Certain dimensions of a 
culture (e.g., values, norms) have both content and intensity 
attributes (Gopalan 1991). For example, content is that mode 
of conduct or end-state of existence that is important to 
members of a group. Intensity refers to the dominance of 
certain cultural dimensions. According to proponents of 
quantitative techniques, in order to measure content and 
cultural strength, responses of individual members must be 
measured and compared (Pettigrew 1979) . This is not always 
possible when qualitative forms of cultural measurement and 
assessment are employed.
Subcultures/Degree of Integration. Cultural integration 
refers to the degree to which units within an organization 
share a common culture (Gopalan 1991). As might be expected, 
organizational units will generally exhibit some degree of 
variance with the dominant culture. The result is the 
creation of subcultures with distinctive values.
Martin and Siehl (1983) identify three types of 
subcultures— enhancing, orthogonal, and countercultural. An 
enhancing subculture occurs when there is the maximum degree 
of adherence to the core values of the organization. An 
orthogonal subculture consists of members who simultaneously 
conform to core organizational values while possessing a 
distinct set of different but unconflicting values. A 
counterculture is characterized by members that possess core 
values that directly challenge those of the dominant culture.
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In order to measure and assess the degree of cultural 
integration within an organization, the various cultural 
groups must be identified and compared. Quantitative measures 
allow researchers to make the systematic comparisons necessary 
to enhance our knowledge about organizational culture (Siehl 
& Martin 1981).
Numerous instruments have been developed to assess 
various elements of the organizational culture construct. 
Cameron (1978) developed the Competing Values Culture 
Instrument which assesses four components of an organization's 
culture— the organization's general culture characteristics, 
leadership style, institutional bonding, and strategic 
emphasis. The Organizational Beliefs Questionnaire (Sashkin 
1984) and the Organizational Values Congruence Scale (Enz 
1986) are designed to assess values. Other paper-and-pencil 
instruments include the Corporate Culture Survey (Glaser 1983) 
and Cooke and Lafferty's (1984) scale of Organizational 
Culture.
Limitations of the Quantitative 
Perspective
Quantitative research is often criticized for examining 
characteristics of the social system that are of interest to 
the researcher, rather than the concepts that actors in the 
system use to describe themselves and their organizations 
(Denison & Spreitzer 1991). This is particularly true for 
those who take a cognitive approach to studying culture. That
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is, quantitative approaches to the study of culture often miss 
the basic point of such research— understanding the meaning of 
the social system from the perspective of the individual 
member (Denison & Spreitzer 1991). Thus, some researchers 
have argued that quantitative methods have no place in the 
study of organizational culture (Louis 1983; Smircich 1983).
Summary
Despite the different approaches to the study of
organizational culture, several researchers have recognized
the merits of both qualitative and quantitative techniques and
the possibility of integration (Rousseau 1990; Siehl & Martin
1981). Rousseau (1990) argues that the research methodology
used in organizational culture research should be contingent
on the element of culture to be examined.
Starting at the point of greatest subjectivity, 
assumptions unconsciously held are difficult to assess 
without interactive probing. Members, fears and 
defenses are elusive psychodynamics difficult to 
illicit without interaction. In contrast,
characteristic patterns of behaviors (norms) regarding 
how members should (or should not) act are far more 
accessible. The method appropriate to assessing 
culture depends on those elements we choose to 
examine. As the elements were are interested in 
become more conscious (values, behavioral norms) or 
observable (artifacts), these are accessible by both 
structured and non-standardized assessments (p. 166) .
In support of this view, Allaire and Firsirotu (1984) noted
that there is a wide array of possible approaches to the study
of organizational culture. Each has its merits and
shortcomings and a synthesis of the two will generally provide
a better understanding of organizational culture than any one
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technique alone. For example, the development of concepts 
that emerge from extended observation of participants can 
serve as the basis for developing hypotheses. These 
hypotheses can then be tested through the use of reliable and 
valid questionnaires.
A number of studies in organizational culture have 
combined qualitative and quantitative approaches. Siehl and 
Martin (1988) examined socialization of new employees with 
what they referred to as "a hybrid measure of culture." In 
the first stage of the investigation, in-depth interviews, 
ethnographic observation, and archival data were used to gain 
an understanding of the content of culture. In the second 
stage, the qualitative data was used to construct a 
questionnaire with responses that could be coded 
quantitatively. For example, Hofstede et al. (1990) examined 
culture by first conducting in-depth, open-ended interviews in 
order to construct a questionnaire which was designed to make 
statistical comparisons over organizations and over time.
The Competing Values Framework
As mentioned previously, researchers have distinguished 
between the underlying values and ideals that create meaning 
in organizational settings and the cultural artifacts that 
reflect them (Sales & Mirvis 1984; Schein 1981, 1985, 1992; 
Schwartz & Davis 1981). Thus, one strategy for developing an 
organizational culture instrument is to tap into the firm's 
underlying value structure (Zammuto & Krakower 1991).
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The competing values framework (Quinn 1988; Quinn &
Rohrbaugh 1981, 1983) was originally designed to explain
differences in the values underlying organizational
effectiveness. The model was subsequently used by Quinn &
Kimberly (1984) to examine organizational culture. They
argued that the competing values framework could be used to
explore the deep structures of organizational culture, 
the basic assumptions that are made about such things 
as the means to compliance, motives, leadership, 
decision-making, effectiveness, values and 
organizational forms (Quinn & Kimberly 1984, 298).
In a departure from the qualitative approach to research 
on organizational culture, the competing values framework 
assumes that organizations can be characterized according to 
the cultural traits or dimensions common to all human 
organizations (Denison & Spreitzer 1991). This theory of 
human information processing focuses on the competing tensions 
and conflicts inherent in any human system, such as the 
conflict between stability and change and the conflict between 
internal organization and external environment (Denison & 
Spreitzer 1991). Quinn and Rohrbaugh (1983) found that models 
of organizational effectiveness could be distinguished on the 
three dimensions that define the competing values framework: 
(1) differing organizational focus (emphasis on people versus 
the organization), (2) differing preferences about structure 
(stability and control versus change and flexibility) , and (3) 
differing foci of important organizational processes and 
outcomes (means and ends). This framework combines the
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strategic, political, interpersonal, and institutional aspects 
of organizational life by organizing the different patterns of 
shared values, assumptions, and interpretations that define an 
organization's culture (Denison & Spreitzer 1991).
The competing values culture framework is presented in 
Figure 2.2. The vertical axis ranges from flexibility to 
control. Each extreme reflects the competing demands of 
flexibility and spontaneity versus a focus on stability, 
control, and order. This dimension is similar to the familiar 
distinction in organizational theory between organic and 
mechanistic forms of organization (Burns & Stalker 1961) .
The horizontal axis ranges from an internal to an 
external focus and reflects the conflicting demands created by 
the internal organization and the external environment. One 
end of the axis represents a focus on integration, buffering 
the organization through the development of people, structural 
stability, and organizational processes (Thompson 1967). The 
other end of the continuum represents a focus on competition, 
adaptation, and interaction with the environment through the
competitive positioning of the overall system, change and
flexibility, and a focus on outcomes (Lawrence & Lorsch 1967). 
The resulting four culture types— clan, hierarchy, market, and 
adhocracy— each represent one of four major models in
organizational theory. Each has different underlying
assumptions about motivation, leadership, and
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effectiveness. The four culture types are described in the 
following sections.
Market Culture
The market culture in the lower right quadrant is 
permeated with assumptions of achievement and emphasizes 
productivity, performance, and goal fulfillment. The primary 
objectives of an organization stressing this culture are 
planning, productivity, efficiency, and attainment of well- 
defined goals (Zammuto & Krakower 1991). Individuals are 
motivated by competition and the belief that competent 
performance and the successful achievement of predetermined 
ends will be rewarded. Leaders tend to be directive, goal- 
oriented, instrumental, and functional. Also, leaders
continually provide structure and encourage productivity. 
Effectiveness criteria include planning, productivity, and 
efficiency (Denison & Spreitzer 1991). The primary strategic 
orientation of the market culture is similar to that of an
analyzer strategy (Zammuto & Krakower 1991).
According to Miles and Snow (1978), analyzers are
business units that attempt to maintain market position within 
a core market while also seeking new market positions through 
product development. Emphasis is on formal planning and a 
balance of cost containment and efficiency with risk-taking 
and innovation. Analyzers will develop new products/markets 
but only after their feasibility has been thoroughly examined.
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Clan Culture
The clan (group) culture in the upper left quadrant of 
Figure 2.2 is based on norms and values associated with 
affiliation. Emphasis is on flexibility and the internal 
organization (Denison & Spreitzer 1991). Group maintenance is 
achieved through individual compliance to organizational 
mandates that result from trust, tradition, and the members' 
long-term commitment to the system. The development of human 
resources and member participation in decision-making are 
valued throughout the organization. Organizational commitment 
is enhanced through cohesiveness, teamwork, and personal 
satisfaction, which are rated more highly than financial and 
market share objectives. The result is the implementation of 
a strategic orientation through consensus building (Zammuto & 
Krakower 1991). Effectiveness criteria include the
development of human potential and member commitment.
Hierarchy Culture
The hierarchy culture reflects the norms and values 
associated with bureaucracy (Zammuto & Krakower 1991). An 
organization that emphasizes this culture focuses primarily on 
stability, order, rules, and regulations through internal 
efficiency, uniformity, coordination, and evaluation (Denison 
& Spreitzer 1991). Surveillance, evaluation, and direction 
are used to control transactions. Effectiveness is defined by 
permanence and the achievement of clearly defined goals.
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According to Quinn and Kimberly (1984), a hierarchical 
culture is permeated with assumptions of stability. 
Individuals will comply with organizational mandates when 
rules are formerly stated and enforced. Individual members 
are motivated by security, order, rules, regulations, and 
rewards for accomplishments. Leaders tend to be conservative 
and cautious as the firm adopts a strategic orientation 
similar to that of a defender strategy (Miles & Snow 1978). 
Effectiveness criteria include control, stability, and 
efficiency. The defender strategy is the primary strategic 
orientation of the hierarchy culture (Zammuto & Krakower 
1991) .
A defender strategy focuses on areas directly related to 
the firm's current line of business (Miles & Snow 1978) . The 
primary goal is environmental and operating stability through 
the maintenance of market position in relatively secure 
niches. Emphasis is on doing the best job possible in the 
firm's area of expertise, tight control, and a continuing 
search for operating efficiencies. Defenders generally 
compete through price, quality, delivery, and/or service.
Adhocracy Culture
The adhocracy culture stresses the values of 
entrepreneurship, creativity, adaptability, growth, and change 
while maintaining a primary focus on the external environment. 
Individuals are motivated by the ideological appeal of tasks, 
growth, stimulation, and variety. Leaders tend to be
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entrepreneurial and idealistic, willing to take risks, and 
able to develop a vision of the future. Primary goals include 
resource acquisition, visibility, legitimacy, and external 
support (Denison & Spreitzer 1991). The main effectiveness 
criteria includes growth, the development of new markets, and 
resource acquisition (Denison & Spreitzer 1991). A 
prospector-type strategy is the primary strategic orientation 
in this type of culture (Zammuto & Krakower 1991).
Prospectors devote extensive resources to entrepreneurial 
tasks with the goal of maintaining a reputation as an 
innovator in new product and market development (Miles & Snow 
1978). Operating in broadly defined market, Prospectors tend 
to stress flexibility, offer a frequently changing product 
line, and compete by stimulating and meeting new product 
opportunities. The ability to maintain a reputation as an 
innovator in product and market development may be as, or 
more, important to a prospector than high profitability, which 
is seen as a measure of short-term success.
These culture types are ideals. Organizations are 
unlikely to reflect only one culture (Quinn & Kimberly 1984). 
Instead, it is the combination of values that give 
organizations their distinct cultures. These are reflected in 
idiosyncratic manifestations such as organization-specific 
rituals, symbols, and languages. However, while individual 
manifestations of specific cultures may be unique, their 
content across organizations will be similar to the extent
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
103
that the underlying value systems are similar (Zammuto & 
Krakower 1991).
There are certain advantages in using this typology for 
the study of organizational culture (Beck & Moore 1991)• 
First, the framework provides a simple method for modeling the 
complexity of organizational culture that can be used by 
practitioners in the diagnosis of, and intervention in, 
organizations (Quinn & Spreitzer 1991). In addition, this 
competing values framework displays its culture profiles such 
that the different axes lead to the separate characterization 
of each culture type. This provides an element of dynamism 
and energy not found in simpler, bipolar schemes (Quinn 1988) . 
However, the model is simple enough to grasp.
Performance
In investigating the EO to performance relationship, it 
is essential to recognize the multidimensional nature of the 
performance construct (Cameron 1978; Chakravarthy 1986) . 
According to Lumpkin and Dess (1996, 153), entrepreneurial
processes can lead to favorable outcomes on one performance 
dimension and unfavorable outcomes on another. For example, 
product innovation may allow a firm to successfully enter new 
product-market domains and enhance long-run sales growth. 
However, the required commitment of resources may decrease 
short-term profitability.
Multiple indicators of performance can avoid the often 
misleading descriptive and normative theory building resulting
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from research that considers only a single dimension or narrow 
range of the performance construct. Also, because each 
industry maintains different standards for performance. That 
is, for above average, average, and below average performance, 
the performance of a particular firm must be defined in the 
context of the industry in which it operates (Conrad 1994).
In order to comprehensively analyze the effectiveness and 
efficiency of an EO, multiple measures of performance are 
employed in the present dissertation. Table 2.13 presents 
some of the performance measures used in entrepreneurship 
research. Performance measures are examined in more detail in 
Chapter 3— Research Methodology.
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Table 2.13
Performance Measures Used in Empirical Entrepreneurial 
Orientation Research
STUDY YEAR MEASURE EMPLOYED
Covin 1991 Managers rating of degree of 
importance (5-point Likert type 
scale) their firm attaches to: 
sales level, sales growth rate, 
cash flow, gross profit margin, 
net profit from operations, 
profit to sales ratio, ROI, 
ability to fund growth from 
profits operating profits, 
profit to sales ratio, cash 
flow from operations, ROI
Managers rating of satisfaction 
(5-point Likert type scale) 
with the above criteria
Covin & Slevin 1989 Managers rating of degree of 
importance (5-point Likert type 
scale) their firm attaches to: 
sales level, sales growth rate, 
cash flow, gross profit margin, 
net profit from operations, 
profit to sales ratio, ROI, 
ability to fund growth from 
profits operating profits, 
profit to sales ratio, cash 
flow from operations, ROI
Managers rating of satisfaction 
(5-point Likert type scale) 
with the above criteria
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Naman & Slevin 1993 Senior executives rating of 
degree of importance (5-point 
Likert type scale) their firm 
attaches to: sales level, sales 
growth rate, cash flow, ROE, 
gross profit margin, net profit 
from operations, profit to 
sales ratio, ROI, ability to 
fund growth from profits
Managers rating of satisfaction 
(5-point Likert type scale) 
with the above criteria
Gupta & 
Govindaraj an
1984 Comparison between actual 
performance and a priori 
expectations on: sales growth 
rate, market share, operating 
profits, profit to sales ratio, 
cash flow, ROI, new product 
development, market 
development, R&D activities, 
cost reduction programs, 
personnel development, 
political/public affairs
Covin & Slevin 1988 Managers rating of performance 
(5-point Likert type scale) 
over past 3 years for: 
operating profits, profit to 
sales ratio, cash flow from 
operations, ROI
Miller 1987 CEO response (7-point scale) on 
firm performance over the last 
five years in terms of long­
term profitability relative to 
industry, and from financial 
statements: average growth in 
net income, average ROI
Miller 1988 CEO response (7-point scale) on 
firm performance over the last 
five years in terms of long­
term profitability relative to 




1990 Relative sales growth
Tushman & 
Anderson
1986 Relative sales growth
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MacMillan & 
Day




1987 ROI, market share, sales, 
profits
Woo & Cooper 1981 ROI, relative market share




Begley & Boyd 1987 Growth rate, ROA, liquidity
Miller & 
Friesen
1983 Sales growth and profitability 
(bifurcated in high & low 
performers)
Zahra & Covin 1995 ROA, Return on sales, Revenue 
growth
Zahra 1995 Employee productivity, sales- 
to-beginning assets ratio, 
ROI, EBIT to assets ratio,
Zahra 1991 Data collected for three 
periods: same year, one-year 
lag, two-year lag
Performance criteria:
EPS, Fortune's estimate of 10- 
year ROI, Net Income to Sales, 
the standard deviations of ROA
Karagozoglu & 
Brown
1988 Performance (profit growth 
previous five years, sales 
growth previous five years, 
attraction & retention of 
high-quality human resources, 
product quality, customer 
service, employee job 
satisfaction and morale, 
potential for future growth, 
competitive strength, new 
product/services development, 
new production methods
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Probability of Survival 





1989 Centralization of decision 
making, integration processes, 
rewards and sanctions, 
developing performance 
objectives, specialization
Kanter 1982 Innovative Accomplishments: 
Effecting a new policy 
Finding a new opportunity 
Devising a fresh method 
Designing a new structure
Schafer 1990 Scanning source usage— usage 
of personal or written sources 
of information to gather 
environmental data
Birley 1985 Use of Networks: sought and 
received help from potential 
sources




1986 Successful internal corporate 
venture
Cooper 1979 New product success/failure
Miller & 
Friesen
1978 Success— ability to meet 
objectives
Romanelli 1987 Business survival
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Chapter Summary 
Chapter 2 presents a review of the extant literature 
relevant to the study of entrepreneurship, entrepreneurial 
orientation, and organizational culture. The first topic 
reviewed some of the early research in entrepreneurship. The 
second section presented arguments for adopting a firm-level 
perspective. The next area of review introduced EO. Following 
this was a review of the contingency variables that have been 
posited as influencing the performance of entrepreneurial 
oriented organizations. The section on organizational culture 
reviewed culture's role in entrepreneurial oriented firms and 
the various research perspectives in the literature. The 
final chapter briefly discusses performance measurement issues 
and presents a table of measures that have been employed in 
previous entrepreneurial research. The next chapter presents 
the research methodology which includes the development of 
hypotheses, a description of the sample, a discussion of data 
collection instruments, and the data collection procedure.




The purpose of this chapter is to present the design and 
methods of this dissertation. The research framework (see 
Figure 3.1) proposes that (1) the degree of EO is associated 
with firm performance. In addition, two competing views of 
organizational culture1 s role on EO and on the EO and
performance relationship are presented. The second model in 
the framework suggests that organizational culture is directly 
related to the degree of EO. The third model posits that
organizational culture moderates the degree of EO and
performance relationship.
The first section develops the research hypotheses. The
following section discusses how variables are operationalized. 
Next, the design of the questionnaire is presented. 
Reliability and validity considerations are addressed next. 
Finally, the research methodology is explicated in terms of 
sampling methodology, the procedure for collecting data, and 
the statistical techniques used to analyze the data.

































To examine the relationships posited in the proposed 
framework, hypotheses were formulated. The hypotheses were 
developed so as to empirically examine (1) the relationship 
between the degree of EO and firm performance, (3) the 
potential antecedinal effects of various culture types on the 
degree of EO, and (3) the potentially moderating effects of 
various culture types on the degree of EO to performance 
relationship.
The Degree of EO to Performance 
Relationship
Covin and Slevin (1991) state that increased interest in 
the study of entrepreneurship is a result of the belief that 
such activity leads to improved firm performance. While not 
all entrepreneurial efforts will improve firm performance 
(Fast 1981), a theoretical link between the degree of EO and 
firm performance can be inferred from the literature (Zahra & 
Covin 1995). For example Cheney et al. (1991) and Lengnick- 
Hall (1992) suggest that organizations that pioneer the 
creation and introduction of new products or technologies can 
achieve superior financial performance. By targeting premium 
target markets, pioneers can potentially charge higher prices, 
control access to markets by dominating distribution channels, 
and establish their products as the industry's standard. Such 
actions assist firms in entrepreneurial behavior to acquiring 
and sustain high market share and achieve profitability.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
113
Some tentative findings on the relationship between the 
degree of EO and performance have been reported in the 
literature. Covin and Slevin (1986) report a simple 
correlation of r = .39 (p < .001) between their strategic
posture scale and a multi-item measure of organizational 
performance (Zahra & Covin 1995). In addition, Zahra (1991) 
found a positive relationship between entrepreneurial 
activities and profitability, growth, and risk-related 
measures of firm performance. Finally, Zahra and Covin (1995) 
report a positive and significant association between 
entrepreneurial activities and firm performance as measured by 
return on assets and return on sales.
While there still exists some ambiguity regarding the 
financial impact of EO, on the whole, the empirical research 
supports a relationship between strategic posture and firm 
performance.
HI: The degree of EO is positively associated with firm
performance.
The Organizational Culture to 
Degree of EO Relationship
Cornwall and Perlman (1990) state that organizational 
culture is a key determinant of EO. For example, a strategic 
posture is established throughout a firm. This includes top- 
level managers who have a widely recognized impact on 
organizational culture through their actions (Deal & Kennedy 
1982; Peters & Waterman 1982) . These managers help create a
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culture that supports, for example, an EO by encouraging risk- 
taking and innovation. Thus, organizational culture can be 
expected to affect the degree of EO. However, it is also 
likely that the degree to which a firm is entrepreneurial 
oriented will help shape an organization's culture (Lumpkin & 
Dess 1996) . For example, the degree to which a firm is 
entrepreneurial oriented and organizational culture can be 
mutually reinforcing and operate in a relationship of 
reciprocal causality (Covin & Slevin 1991). Nevertheless, 
because a firm's culture provides the context within which EO 
may or may not emerge, the primary direction of influence is 
expected to be from organizational culture to the degree of EO 
(Covin & Slevin 1991).
However, the nature of this influence— positive or 
negative— can be expected to vary with the culture type 
emphasized within the firm. For example, Burgelman and Sayles 
(1986) state that culture can encourage or discourage 
business-related risk-taking. By examining specific
organizational types, it can be inferred that, for example, an 
adhocracy culture, which stresses the values of 
entrepreneurship, creativity, adaptability, change, and a 
focus on the external environment (Denison & Spreitzer 1991), 
can be expected to provide the context for enhancing the 
degree of EO. On the other hand, a hierarchy culture, with a 
focus on stability, order, rules, and regulations, reflects 
the norms and values associated with a more conservatively
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oriented strategic posture (Zammuto & Krakower 1991). This 
emphasis on a more mechanistic form of organization can be 
expected to negatively affect a firm's ability to create and 
maintain entrepreneurial behaviors.
The effect of the other two types of organizational 
culture— market and clan— and the ability of a firm to create 
and maintain specific strategic postures is less clear. The 
market culture, while emphasizing the achievement of a 
competitive position for the overall system, stresses 
planning, efficiency, and the attainment of well-defined 
goals. The clan culture focuses on flexibility and the 
development of human potential but does so through consensus- 
building and an emphasis on the internal organization. Thus, 
while a theoretical relationship between adhocracy and 
hierarchy to the degree of EO can be developed, the 
relationships between market and clan cultures and strategic 
posture are more ambiguous. This uncertainty results from the 
market and/or clan's emphasis on various values and ideals 
that can be expected to both positively and negatively 
influence a firm's ability to create and maintain specific 
postures.
H2: Organizational culture is associated with the degree of
EO.
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The Moderating Role of 
Organizational Culture
As discussed in Chapter 2, previous research suggests 
that contextual influences affect the performance of specific 
strategic postures (e.g., Dean 1993; Covin & Slevin 1988; 
1991; Zahra & Covin 1995). These contextual influences can be 
classified as external factors (e.g., environment, industry 
characteristics) and internal factors (e.g., organizational 
structure, firm resources). The current dissertation focuses 
on the effects of a potentially significant internal factor—  
organizational culture.
According to Lumpkin and Dess (1996), the ability of a 
firm to develop and maintain an entrepreneurial strategic 
posture is contingent upon an organization's culture. 
Cornwall and Perlman state that in entrepreneurial 
organizations, positive cultures— those that are in line with 
an organization's vision, mission, and strategies — support 
organizational entrepreneurship. In more conservatively 
oriented firms the culture does not support risk-taking, 
searching for opportunities, and innovation. The adhocracy 
culture, which stresses creativity, adaptability, innovation, 
resource acquisition, and growth (Denison & Spreitzer 1991), 
seems particularly suited for enhancing the degree of EO. On 
the other hand, a firm that emphasizes a clan culture, which 
focuses only partially on factors congruent with 
entrepreneurial behaviors, can be expected to have a less
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positive influence on the degree of EO to performance 
relationship.
Similar arguments can be presented for the expected 
moderating impact of firms emphasizing hierarchy or market 
culture types. A hierarchy culture, which emphasizes 
predictability, stability, control, and consolidation can be 
expected to provide a organizational context incongruent with 
the risk-taking, innovative, and proactive components of EO. 
As a result, this incongruence can be expected to negatively 
affect the degree of EO to performance relationship. On the 
other hand, a firm that emphasizes a market culture, which, 
like the clan culture, focuses only partially on factors 
congruent with entrepreneurial or conservative strategic 
postures, can be expected to have a less significant 
moderating impact on the degree of EO to performance 
relationship. Therefore the following hypothesis is posited.
H3: Organizational culture will moderate the relationship
between the degree of EO and performance.
Operationalization of Variables 
Each construct in the present dissertation was measured 
using previously developed multi-item scales. The scales have 
been shown to exhibit acceptable levels of reliability and 
validity. Reliability is defined as the degree to which 
measures are free from error and yield consistent results 
(Churchill 1979; Peter 1981). Nunnally (1978) argues that a 
reliability coefficient of 0.7 0 is sufficient for most
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research. Performance data collected was designed to allow 
for the examination of various dimensions of firm performance.
Entrepreneurial Orientation
In the present dissertation EO is viewed as a 
characteristic of organizations that can be measured by 
examining a firm's behavior as it engages in the 
entrepreneurial process (Covin & Slevin 1986). According to 
Miller (1983), EO is demonstrated in three types of 
organizational-level behaviors. These types of behaviors are:
1. Risk-taking - the extent to which top managers are 
inclined to take business-related risks with regard to 
investment decisions and strategic actions in the face of 
uncertainty.
2. Innovativeness - the extensiveness and frequency of 
product innovation and technological leadership in order 
to develop or maintain a competitive advantage for the 
firm.
3. Proactiveness - the pioneering nature of the firm as 
evident in its propensity to compete aggressively and 
proactively with other firms.
These behaviors were captured in the Strategic Posture 
scale, a 9-item, 7-point Likert type scale developed by Covin 
and Slevin (1989) for their study of the moderating influence 
of the environment on the relationships between organizational 
structure and strategic posture on firm performance. The 
scale was designed to measure the degree to which a firm is 
entrepreneurial oriented. The mean ratings on the items were 
used as a measure of degree of EO. The higher the score,
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the greater the degree to which the firm is entrepreneurial 
orientated (Covin & Slevin 1989).
The first three items on the scale assess a firm's 
tendency toward innovation; the second three items assess the 
proactive orientation of the firm and the final three items 
assess a firm's risk-taking propensity (Covin and Slevin 
1989). Scale item numbers 1, 2, 3, 7, and 8 were adapted
from Miller and Friesen (1982) and Khandwalla (1976, 1977). 
Items 4, 5, 6, and 9 were developed by Covin and Slevin
(1989). The scale (see Table 3.1) employed in the present 
dissertation has been previously used in the study of the 
degree of EO to performance relationship and the effects of 
contextual factors on this relationship. For example, Covin 
(1991) employed the instrument in a study of the business 
strategies and performance levels of firms with different 
levels of EO. In addition, Naman and Slevin (1993) used the 
scale in their study of a firm's fit with its environment. 
According to the authors, the measurement scale was chosen 
because it had been previously validated and used more than 
once by previous researchers (e.g., Covin 1991; Covin and 
Slevin 1989) .
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Table 3.1 
The Strategic Posture Scale
INSTRUCTIONS: The following questions are designed to
determine what you believe are the business practices in your 
organization.
Please circle the number that best approximates the actual 
conditions in your organization.
In general, the too-Managers of ■/ firm favor . . .
1. A strong emphasis on the 1 2 3 4 5 6 7  A strong emphasis on R&D,
marketing of tried and true technological leadership,
services or products and innovations
How t i y new lines of services or products has vour firm marketed in the past 5 years?
2. No new lines of services or 1 2 3 4 5 6 7  Very many new lines of 
products services or products
3. Changes in service or 
product lines have been 
mostly of a minor nature
1 2 3 4 5 6 7 Changes in service or product 
lines have usually been quite 
dramatic
In dealing with its competitors. m  firm . . .
4. Typically responds to actions 
which competitors initiate
5. Is very seldom the first 




1 2 3 4 5 6 7
1 2 3 4 5 6 7
Typically initiates actions 
which competitors then 
respond to
Is very often the first 




6. Typically seeks to avoid 1 2 3 4 5 6 7
competitive clashes, 
preferring a * Iive-and-let- 
live' posture
In general, the too managers of my firm have . . .
7. A strong proclivity for low- 1 2 3 4 5 6 7
risk projects (with normal 
and certain rates of return)
In general, the too managers of my firm believe that . . .
8. Owing to the nature of the 1 2 3 4 5 6 7
environment, it is best to 
explore it gradually via timid, 
incremental behavior
Typically adopts a very 
competitive, 'undo-the- 
competitors' posture
A strong proclivity for high- 
risk projects (with chances 
of very high returns)
Owing to the nature of the 
environment, bold, wide- 
ranging acts are necessary to 
achieve the firm's objectives
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Uhen confronted with decision-making situations
9. Typically adopts a cautious, 1 2  3 4 5 
'wait and see1 posture in 
order to minimize the 
probability of making costly 
decisions
121
involving uncertainty, my firm .. .
6 7 Typically adopts a bold,
aggressive posture in order to 
maximize the probability of 
exploiting potential 
opportunities
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
122
Organizational Culture
Quinn & Kimberly (1984) adapted the competing values
model to examine organizational culture. They state that the
model can be employed to
"explore the deep structures of organizational 
culture, the basic assumptions that are made about 
such things as the means to compliance, motives, 
leadership, decision-making, effectiveness, values and 
organizational forms" (p. 298) .
Zammuto and Krakower (1991; 85-86) describe each of the four
culture types.
1. Market (Rational) Culture - is permeated with 
assumptions of achievement, and the primary objectives 
are planning, productivity, efficiency, and attainment of 
well-defined goals.
2. Clan (Group) Culture - is based on norms and values 
associated with affiliation, and group maintenance is 
achieved through compliance resulting from trust, 
tradition, and the members' long-term commitment to the 
system. The focus is on human relations, flexibility, 
and the internal organization.
3. Hierarchial Culture - reflects the norms and values 
associated with bureaucracy, and is permeated with 
assumptions of stability and that individuals will comply 
with organizational mandates when roles are formerly 
stated through rules and regulation
4. Adhocracy (Developmental) Culture - is permeated by 
assumptions of change and individuals are motivated by 
the importance or ideological appeal of the task being 
undertaken. Emphasis is on growth, resource acquisition, 
and the external environment.
The 16-item, 7-point Likert-type organizational culture 
scale uses four items to describe each of the four quadrants 
in the competing values framework of culture (See Table 3.2). 
Items 1 through 4 address the organization's general cultural 
characteristics. Leadership style is measured with items 5




INSTRUCTIONS: The following statements are about your bank
Please indicate the degree to which these statements describe 
the actual conditions in your bank. Most banks will be some 
mixture of the various descriptions listed below.
Mei ther
Strongly Disagree Agree nor Agree Strongly 
Disagree Disagree Agree
A. KIND OF ORGANIZATION 
H v  organization is . .
1 )  a very personal place.
It is like an extended 
family. People seem to 
share a lot of themselves___
2) ...a very dynamic and
entrepreneurial place. People 
are willing to stick their 
necks out and take risks....
3) ...a very formalized and
structural place. Established 
procedures generally govern 
what people do themselves....
4) ...production oriented. The
major concern is with getting 
the job done, without much 
persona I invoIvement.......
B. LEADERSHIP 
The head of my organization is *
5) ...generally considered to be a
mentor, sage, or a father or 
mother figure...............  I 2 3 4 5 6 7
6) ...generally considered to be an
entrepreneur, an innovator, or
risk taker  1 2 3 4 5 6 7
7) ...generally considered to be a
coordinator, organizer, or an 
adainistrator.................  1
8) ...generally considered to be a
producer, technician, or 
hard-driver...................  1
C. UHAT HOLDS THE ORGANIZATION TOGETHER
The glue that holds my organization together is "
9) ...loyalty and tradition.
Commitment to this firm
run high...................... 1 2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
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10)...a coMitment to innovation 
and development. There is an 
emphasis on being first...... 1
11)...formal rules and policies. 
Maintaining a smooth-running 
institution is important
around here.................  1
12)...the ê rfiasis on tasks and 
goal accost ishamnt. A
production orientation is 
commonly shared............  1
0. WHAT IS IMPORTANT
H v  organization omiiasizes ■
13)...hiamn resources. High 
cohesion and morale in
the firm are important...... 1
14)...growth and acquiring new 
resources. Readiness to meet
new challenges is important.. 1
15)...permanence and stability.
Efficient, smooth operations 
are important..............  1
16)...coapetitive actions and 
achievement. Measurable
goals are important......... 1
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
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through 8. Items 9 through 12 are used to measure 
institutional bonding— what holds the organization together. 
Finally, strategic emphases— what is important— is measured 
with items 13 through 16.
Performance
Multiple measures of performance were used in this 
dissertation (see Table 3.3) . The first measure is a modified 
version of an instrument developed by Gupta and Govindarajan 
(1984). Respondents were first asked to indicate on a five- 
point Likert-type scale, ranging from "1 = of little
importance" to "5 = extremely important", the degree of
importance their firm attaches to each of the following nine 
financial performance criteria: sales level, sales growth
rate, cash flow, return on shareholder equity, gross profit 
margin, net profit from operations, profit to sales ratio, 
return on investment, and ability to fund business growth from 
profits. As per Gupta and Govindarajan (1984), in this study 
these importance scores will be mathematically adjusted to sum 
to 1.0 to minimize the impact of response bias. This 
adjustment procedure assures that respondents who indicated 
that all nine financial performance criteria were extremely 
important did not generate higher performance scores for their 
firms simply because of their personal upward response bias.
The respondents were then asked to indicate on another 5- 
point Likert-type scale, ranging from "1 = not at all
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Table 3.3 
Weighted Average Performance Scale
Please indicate the degree of importance your firm attaches to 





Sales growth rate 
Cash flow
Return on shareholder equity 
Gross profit margin 
Net profit from operations 
Profit to sales ratio 
Return on investment 
























Please indicate the extent to which you are currently 
satisfied with your firm's performance on each of the 
following criteria.
Not at all 
Satisfied
Sales level ($)
Sales growth rate 
Cash flow
Return on shareholder equity 
Gross profit margin 
Net profit from operations 
Profit to sales ratio 
Return on investment 
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satisfied to "5 = highly satisfied", the extent to which they 
are currently satisfied with their firm's performance on each 
of the financial performance criteria. Individual
satisfaction scores were multiplied by the importance scores 
and the products summed to create a weighted average 
performance index for each firm (Covin et al. 1997) . The 
equation used to determine a firm's performance index was:
Performance = Sum (Satisfaction Score X Importance Score)
Sum (All Criteria Importance Scores)
However, the raw satisfaction data in this equation would 
result in a higher performance score for firms whose 
respondents were not at all satisfied (= 1 ) with their firm's 
performance on an extremely important (= 5) performance
criterion (i.e., 1 X 5 = 5 )  as compared to firms whose
respondents were not at all satisfied (= 1 ) with their firm's 
performance on a performance criterion of little importance (= 
1) (i.e., 1 X 1 = 1 ) .  Therefore, the raw satisfaction data
were recoded to a -2 . 0  to 2 . 0  scale, prior to the development 
of the above index, in order to ensure that higher performance 
scores were never calculated for firms whose respondents voice 
dissatisfaction on important performance criteria than for 
firms whose respondents expressed dissatisfaction on 
unimportant performance criteria. According to Covin et al. 
(1997), this data transformation procedure has no adverse 
impact on the measurement properties of the scale.
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The current dissertation also incorporated two objective 
financial performance measures. The two measures were return 
on average assets (ROA) and return on equity (ROE) for the 
year ending 1997. The measures were chosen because both are 
important to the banking industry (Delery & Doty 1996) . They 
were obtained from the Federal Deposit Insurance Corporation's 
web site. The data is obtained directly from banks and made 
available on the FDIC's internet site.
Control Variables
Two control variables, also obtained from the FDIC's 
internet site, are included in the analysis. The first, bank 
size, is measured as the natural logarithm of total bank 
assets in millions. This data transformation provides a means 
to correct nonormality in the distribution of the data (Hair 
at al. 1995). Bank assets were transformed into its natural 
logarithm to can enhance the normality of skewed data. While 
previous research has examined the relationship between 
company size and entrepreneurship (Kamien and Schwartz 1982) , 
the effect on entrepreneurial activity is controversial. For 
example, while a smaller company's simple structure may allow 
it to respond quickly to changing markets, the firm may lack 
the financial resources necessary for entrepreneurial 
activities. (Zahra 199 5). However, smaller companies are 
generally believed to be more innovative than larger firms 
(Scherer 1980).
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Company age, measured as the number of years from the 
founding date, was also included as a control variable. 
Younger companies are believed to be more innovative than 
their older rivals (Acs & Audretsch 1988). The highly 
formalized structures often found in older companies can 
discourage innovation. Also, older companies tend to focus on 
existing products, services, and technologies, while using 
marketing to establish their position (Zahra 1995).
Research Instrument
The complete research instrument is included in Appendix 
A. The EO construct was examined in items 1 through 9. Items 
10 through 2 6  measured organizational culture. The third 
section was the subjective measure of financial performance. 
Finally, demographic and firm information was collected from 
the respondent. The research instrument was a self-report 
questionnaire and was administered by mail.
Reliability and Validity 
The valid measure of constructs is a prerequisite for the 
successful study of concepts in business as well as science. 
The reliability and validity of measurement instruments are 
important to empirical research (Peter 1979) . Reliability is 
the degree to which measures are free from error and yield 
consistent results (Churchill 1979; Peter 1981). Perhaps the 
most common method for assessing reliability is Cronbach's 
alpha. Cronbach's alpha summarizes the extent to which a set
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of items in a scale are interrelated with each other 
(Churchill 1979; Peter 1979). For estimates of internal 
consistency using Cronbach1 s alpha, Nunnally (1978) recommends 
that an alpha of 0.70 is sufficient for most research.
While the assessment of validity begins with the 
examination of reliability, Churchill (1979, 65) states that 
"reliability is a necessary but not a sufficient condition for 
validity." Construct validity, generally regarded as 
consisting of the two aspects of convergent and discriminant 
validity, is the most salient indicator of measurement 
validity. Convergent validity refers to the extent to which 
multiple independent attempts to measure the same construct 
are in agreement. Discriminant validity is the degree to 
which measures of two or more different constructs are 
distinct (Peter 1981) .
Entrepreneurial Orientation
Covin and Slevin (1989) developed the 9-item scale that 
was used in this dissertation to measure the EO construct. 
The construct is composed of the components of EO as firm- 
level (1) innovativeness, (2) proactiveness, and (3) risk- 
taking propensity. Likert-type items were scored on a 7-pcint 
scale ranging from "1" to "7". The mean ratings on the nine 
items were used as the firm's strategic posture score. The 
higher the score, the more entrepreneurial the firm. 
Acceptable levels of reliability for the scale have been 
reported by several researchers (see Table 3.4). Previous
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research has also reported accepted levels of validity. For 
example, Covin and Slevin (1989) employed factor analysis to 
assess the scale's dimensionality or "factoral validity." 
According to Allen and Yen (1979) , factoral validity is a form 
of construct validity. High loadings on a single factor 
suggest that although the items focus on different aspects of 
strategic posture, they are empirically related and constitute 
a distinct, unidimensional strategic orientation (Covin & 
Slevin 1989). All nine items loaded above 0.5 on a single­
factor (average loading = .6 6 ), demonstrating that it is
appropriate to combine these items into a single scale (Covin 
& Slevin 1989) .
In addition, Knight (1977) assessed the validity of both 
an English and French version of the scale. The results of 
this analysis indicated superior convergent validity and 
satisfactory discriminant validity. To further assess 
validity, Knight (1997) used correlation analysis to examine 
the extent to which the Strategic Posture Scale was related to 
a measure of R & D expenditures, two separate measures of 
risk-taking in the pursuit of new markets, and two separate 
measures of new product development. According to
entrepreneurship theory, these measures should be 
significantly and positively associated with entrepreneurship 
(Covin 1991; Miller & Friesen 1984). The confirmation of such 
relationships provide additional evidence of convergent 
validity (Campbell 1960; Gerbing & Anderson 1988; Peter 1981).
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
132
Table 3.4
Reliability Coefficients for the Strategic Posture Scale
Study Alpha
Covin & Slevin 1989 0.87
Naman & Slevin 1993 0.81
Knight 1997 0.83
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The results of the correlation tests revealed that, for both 
the English and French versions, these constructs were 
correlated, in the expected directions, with the Strategic 
Posture Scale at the 0.05 level.
Organizational Culture
Quinn and Spreitzer (1991) developed the 16-item scale 
that was used to measure the four types of organizational 
cultures. The scale, adapted from Cameron (1978), identifies 
the types of organizational culture as (1) Market (Rational),
(2) Clan (Group) , (3) Hierarchy, and (4) Adhocracy
(Developmental). Likert items scored on a 7-point scale 
ranging from "1 = strongly disagree" to "7 = strongly agree" 
comprised the scale.
Quinn and Spreitzer (1991) calculated coefficient alphas 
for each of the four individual measures. Each of the 
reliability scores exceeded the 0.70 threshold recommended by 
Nunnally (1978) . Reliability coefficients from the measurement 
instrument were as follows: the clan culture (.84), the
adhocracy culture (.81), the hierarchy culture (.77), and the 
market culture (.78). In addition, factor analysis provided 
added support for the structure of these measure as 
independent indicators of culture (Quinn & Spreitzer 1991).
The scales were assessed with both multitrait-multimethod 
analysis and multidimensional scaling in order to demonstrate 
convergent, discriminant, and nomological validity. Both 
methods provided support for the convergent and discriminant
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validity of the organizational culture scale. In addition, 
nomological support for the relationships hypothesized in the 
competing values framework was reported (Quinn & Spreitzer 
1991) .
Performance
The subjective measure of financial performance employed 
in the present dissertation was a modified version of an 
instrument developed by Gupta and Govindarajan (1984). This 
measurement scale has been used in previous entrepreneurial 
research (e.g., Covin 1991; Covin & Slevin 1988, 1989; Covin 
et al. 1997; Naman & Slevin 1993) and acceptable levels of 
reliability and validity have been reported (see Table 3.5). 
In addition, Covin et al. 1997 report that all weighted 
financial performance criteria (e.g., sales level importance 
X sales level satisfaction) loaded above 0.70 on a single 
factor, suggesting that it is appropriate to construct a 
single performance index from the data for each firm.
Support for the validity of this weighted average 
performance measure has also been reported. Covin & Slevin 
(1988) found a correlation of r = 0.82 (p < 0.001) between 
this subjective measure of financial performance and the sales 
growth rates of a subsample (n=2 0 ) of the firms in their 
study. This high coefficient provides evidence supporting the 
construct validity of the measurement scale (Covin & Slevin 
1988) . In a similar assessment of validity, Naman and Slevin 
(1993) report a correlation between weighted average
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
135
Table 3.5
Reliability Coefficients for the Weighted Average
Performance Scale
Study Alpha
Covin & Slevin 1988 0.78
Covin & Slevin 1989 0 . 8 8
Covin et al. 1997 0.93
Naman & Slevin 1993 0.81
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performance and return on sales (calculated as net income 
after taxes divided by gross sales) of r = 0.295, Bartlett 
Chi-square statistic (df = 1, n = 46) = 3.956, p = 0.047.
Thus, for the half of the sample that could be validated, 
Naman and Slevin (1993) found that the empirical performance 




This dissertation employed a single-industry sampling to 
control for the potential effects of environmental forces on 
firm performance. The banking industry was chosen for several 
reasons. First, deregulation is likely to increase the 
heterogeneity of strategies used across the banking industry. 
For example, while some banks offer a wide variety of services 
to a diverse set of customers others offer only limited 
services to a more homogeneous set of customers (Delery & Doty 
1996). Also, banks are required by the federal government to 
report the same types of financial data. Thus, objective 
financial data on all domestic banks was available from 
secondary sources. As a result, the representativeness of a 
sample of banks was not biased by failures to report 
objective financial information (Delery & Doty 1996).
The sample frame was purchased from a commercial provider 
of banking data. A stratified random sample of 2,100 banks 
was selected from the total population of US banks. The total
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population of banks was stratified into three categories based 
on total assets: assets less than or equal to $ 1 0 0  million, 
assets greater than $ 1 0 0  million and less than or equal to 
$500 million, and assets greater than $500 million. 700 banks 
from each asset category were randomly selected resulting in 
a total sample of 2 , 1 0 0  banks.
Data Collection Procedures
Two complete mailings of 2,100 questionnaires were sent 
to the presidents of each bank. Targeting senior executives 
was consistent with empirical literature suggesting that such 
individuals are most knowledgeable about their banks' 
entrepreneurial activities and firm performance (Hambrick 
1981; Snow & Hrebiniak 1980) . The second mailing followed the 
first by three weeks. Included on the questionnaire was a 
cover letter on University letterhead explaining the purpose 
of the study, thanking the bank for its cooperation, and 
assuring confidentiality. A copy of the test results was 
offered as an inducement to complete the questionnaire and a 
postage-paid return envelope was provided. The complete
questionnaire appears in Appendix A.
Statistical Techniques
Hypothesis 1 posits that the degree of EO is associated 
with firm performance. Hypothesis 2 posits that
organizational culture is associated with the degree of EO. 
Both hypotheses are tested using hierarchial regression
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analysis. Regression analysis is the correct method of 
analysis when a single metric dependent variable is presumed 
to be related to one or more metric independent variables 
(Hair et al. 1995) . The objective of this statistical 
procedure is to predict changes in the dependent variable in 
response to changes in one or more independent variables.
Hypothesis 3 posits that organizational culture 
moderates the relationship between the degree of EO (the 
independent variable) and firm performance (the dependent 
variable. According to Schoonhoven (1981) and Darrow and Kahl 
(1982), moderated regression analysis is an appropriate 
technique for testing hypothesized contingency relationships. 
First, the technique allows interaction terms, that are 
implied in all contingency relationships, to be directly 
examined (Covin & Slevin 1989). Also, according to Arnold 
(1982), moderated regression analysis provides the most 
straightforward method for testing contingency hypotheses 
where an interaction is implied. Finally, the technique is 
considered to be a conservative method for identifying 
interaction affects in the sense that the significance of 
interaction terms are tested only after other independent 
variables are entered into the equation. Thus, interaction 
effects are deemed significant only if they explain a 
significantly greater portion of the variance in the dependent 
variable than that which is explained by individual 
independent variables (Covin & Slevin 1989).
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The statistical significance of an interaction effect in 
moderated regression analysis is tested by first regressing 
the dependent variable, the independent variable, and the 
hypothesized moderator variable and then adding the 
interaction terms representing the cross product of the 
independent variable and the moderator variables (Sharma et 
al. 1981) . The moderated regression equation employed in the 
present dissertation was:
Y = b0 + bjX! + b2X2 + b3X3 + b4X4 + b5X5 + bsX6 + 1*7X7 + b8X3X4 + 
b9X3X5 + bl0X3X6 + bnX3X7  
where Y is the dependent variable (firm performance) , b0 is 
the intercept, X, is bank assets (BA) , X2 is bank age (BA) , X3 
is the independent variable (SP), X4 is adhocracy culture, X5 
is hierarchy culture, X6 is clan culture, X7 is market culture, 
X3X4 is the interaction of SP and adhocracy culture, X3X5 is the 
interaction of SP and hierarchy culture, X3X6 is the 
interaction of SP and clan culture, and X3X7 is the interaction 
of SP and market culture. According to Sharma et al. (1981), 
three regression equations must be run to identify moderator 
variables:
(1) Y = b0 + bjX,
(2) Y = b0 + b,X[ + 1*2X2
(3) Y = b0 + btXt + b2X2 + b3XjX2
The moderator effect was tested by first estimating the 
unmoderated equation (2 ) and then determining whether the 
addition of the moderator term to the equation (3)
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significantly increases the power of the regression equation. 
If the change in R2 is statistically significant, then a 
significant contingency effect (i.e., moderator effect) is 
present (Hair et al. , 1995) . If equations 2 and 3 are not
significantly different, X2 is not a moderator variable but 
instead an independent predictor variable.
In addition, a positive and significant interaction 
coefficient (b3) implies that the influence of X, on Y is 
greater when X2 (the moderator variable) is large than when X2  
is small. The opposite is implied by a negative and 
significant interaction term (Covin & Slevin 1989).
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CHAPTER 4 
PRESENTATION OF DATA ANALYSIS
The purpose of this chapter is to report the results of 
the empirical analysis. The first section summarizes the 
characteristics of the respondents and provides an examination 
of potential non-response bias. Measurement issues are 
addressed in the next section. The third section presents 
descriptive statistics and correlation matrices for the study 
variables. The final section provides the results of the 
regression and moderated regression analysis conducted to test 
the hypotheses.
Characteristics of the Sample
The sampling frame for this dissertation was a mailing 
list of the presidents of 2,100 commercial banks in the 48 
continental United States. The mailing list was purchased 
from Thomson Financial Publishing, a commercial mailing list 
broker. The sampling frame included 700 banks with total 
assets of $100 million or less, 700 with total assets greater 
than $100 million but less than $500 million, and 700 with 
assets greater than or equal to $500 million.
A self-report questionnaire was mailed to the president 
of each bank. Participation was voluntary and respondents 
were assured confidentiality. Only three of the
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questionnaires were undeliverable. The first mailing resulted 
in 293 responses. Approximately three weeks after the initial 
mailing, nonrespondents received a second copy of the 
questionnaire. Completed and usable questionnaires were 
received from an additional 242 respondents. The 535 total 
respondents represented a response rate of 2 5.5 percent of the 
2,097 delivered questionnaires.
Tables 4.1 and 4.2 summarize the characteristics of the 
respondents and their banks, respectively. Information on the 
banking industry, which also appears in the following 
sections, was obtained from the FDIC's internet web site.
The average age of the respondents was 51 years old. 
Approximately 8  percent of the respondents were 39 years old 
or less, 36 percent were between 40 and 49 years old, and 
almost 56 percent were 50 or more years old. About 92 percent 
of the respondents were men and over 95 percent were married. 
The mean annual income of respondents was $159,000. 
Approximately 5 percent of the respondents earned less than 
$50,000 per year, 25 percent between $50,000 and $99,999, 31 
percent between $100,000 and $149,999, and 40 percent earned 
$150,000 or more per year. The vast majority of the 
respondents were white (94 percent), with blacks comprising 4 
percent of the sample, and other minority groups approximately 
2 percent. Over 84 percent of the respondents indicated that 
they were college graduates, and approximately 37 percent





20-29 1 < $ 50,000 530-39 7 $ 50,000-99,999 25
40-49 36 $ 100,000-149,999 31
50-59 44 $ 150,000-199,999 15
60 + 1 2 > $ 199,999 25
Gender Educational LevelMale 92 High School 2
Female 8 Some College 1 1
College Graduate 30
Some Graduate Work 2 0
Marital Status Graduate Degree 35
Married 96 Doctoral Degree 2
Single 4
Race Job Title
Black 4 President/CEO 87
Hispanic 1 Vice-President 7
White 95 H.R. Manager 1
Other 5
Position Tenure Bank Tenure
(Years) (Years)
< 5 35 < 5 1 25-9 28 5-9 2 0
10-14 19 10-14 1915-19 1 1 15-19 15> 19 8 > 19 35
Industry Experience
(Years)





* Numbers represent percentages. Percentages may not sumto 1 0 0  due to rounding.




Age (Years) Assets (millions)
< 25 19 $ 0  - $ 1 0 0 34
25-49 14 $ 101 to 500 38
50-74 14 > $ 500 28
75-99 26
> 99 28
Holding Company Number of Branch Offices
Yes 84 0 1 0
No 16 1 - 2 2 1
3-4 16
5-10 23
1 1 - 2 0 14
> 2 0 16
Federal Reserve
District t ROA (1997)
1 3 < 0.50 5
2 7 0.50-0.99 19
3 7 1.00-1.49 53
4 8 1.50-1.99 2 1




9 6 ROE (1997)
1 0 14 < 5.00 3
1 1 18 5.00-9.99 18
1 2 9 10.00-14.99 40
15.00-19.99 31> 19.99 9
* Numbers represent percentages. Percentages may not sum
to 1 0 0  due to rounding
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indicated that they had received at least one graduate, 
professional, or doctoral degree.
Of the individuals responding to the survey, 462 (87
percent) listed their current job title as President/CEO and 
39 (7 percent) as Vice-President. The average position tenure 
for the respondents was 8.5 years. About 35 percent had held 
their position for less than 5 years, 28 percent between 5 and 
9 years, 19 percent between 10 and 14 years, 11 percent 
between 15 and 19 years, and 8  percent for 20 or more years. 
While 3 2 percent of the respondents had been employed by their 
present bank for less than 10 years, 35 percent had been 
employed by their present bank for 20 or more years. The mean 
bank tenure for respondents was approximately 16 years. 
Finally, only 3 percent of the sample had less than 10 years 
of banking experience. About 15 percent of the respondents 
had been in the banking industry between 10 and 19 years, 52 
percent between 20 and 29 years, 25 percent between 30 and 39 
years, and 5 percent had 40 or more years of banking 
experience. Industry experience among respondents averaged 
25.75 years.
The mean age of the banks was approximately 75 years. 
Almost 19 percent had been in business less than 25 years, 14 
percent between 25 and 49 years, 14 percent between 50 and 74 
years, and over half (53 percent) of the banks were 75 years 
old or older. The vast majority of the banks (84 percent) 
were part of a holding company. The 535 banks who responded
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to this dissertation were similar in size (measured as total 
assets) to the overall sampling frame of 2,100 banks. Almost 
34 percent of the responding banks had assets of $100 million 
or less, 38 percent had assets greater than $100 million and 
less than $500 million, and 28 percent had assets greater than 
$500 million. The sample was somewhat weighted toward larger 
banks. Nationally, banks with assets of $100 million or less 
represent about 64 percent of the total US population of 
commercial banks. Just over 10 percent of the responding 
banks had no branch offices, 2 1  percent had 1  or 2 , 16 percent 
had 3 or 4, 23 percent had 5 to 10, 14 percent had 11 to 20 
branch offices, and 16 percent had more than twenty. All 12 
Federal Reserve Districts are represented in the sample, 
although 14 percent and 18 percent of the banks belong to 
districts 1 0  and 1 1 , respectively.
For the banks in the sample, the mean return on assets 
(ROA) for the year ending 1997 was 1.24 percent. This very 
closely approximated the 1.23 percent average 1997 ROA 
reported in the FDIC's internet site for the entire population 
of banks in the US. Approximately 5 percent of the banks in 
the sample had a ROA that was less than 0.50 percent. 
Approximately 19 percent had a ROA greater than 0.50 percent 
but less than 1.00 percent. The majority of the banks (53 
percent) had a ROA that ranged from 1.00 to 1.49 percent. 
Another 21 percent had a ROA ranging from 1.50 percent to 1.99 
percent and 3 percent had a ROA greater than 1.99 percent.
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Nationwide, 68.7 percent of all commercial banks had fiscal 
year ROAs of 1.00 percent or higher. Of the sampled banks, 
75.5 percent had a ROA of 1.00 percent or higher.
The mean return on equity (ROE) for the year ending 1997 
for the sampled banks was 13.67 percent. This was a little 
lower than the 14.49 percent average 1997 ROE reported in the 
FDIC's internet site for the entire population of banks in the 
US. Approximately 3 percent of the banks in the sample had a 
ROA for the year ending 1997 of less than 5 percent. 
Approximately 18 percent had a ROE greater than 5 percent but 
less than 10 percent. The majority of the banks (71 percent) 
had a ROE that ranged from 10.00 to 19.99 percent. Another 9 
percent had a ROA greater than 19.99 percent.
Assessment of Potential Non-Response Bias 
According to Churchill (1991), the inability to secure 
responses from some elements of the population selected for a 
sample can produce non-response bias. Following the procedure 
recommended by Armstrong and Overton (1977) , non-response bias 
was estimated by comparing respondents from the two waves of 
questionnaires. Significant differences between the two 
groups indicates possible non-response bias.
The demographic variables examined, and the mean scores 
for early versus late respondents respectively, were age 
(50.83, 50.68), income ($161,484, $157,559), industry
experience (26.46, 25.80), organizational tenure (15.36,
16.69), and position tenure (8.83, 8.35). The study variables
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compared, and the mean scores for early versus late 
respondents respectively, included strategic posture (4.11, 
4.16), adhocracy culture (4.69, 4.70), hierarchy culture
(4.71, 4.79), clan culture (5.53, 5.48), market culture (4.55, 
4.60), weighted average performance (0.44, 0.43), 1997 year 
ending ROA (1.27, 1.21), and 1997 year ending ROE (13.79,
13.56). Tables 4.3 and 4.4 present the results of the 
analysis of variance tests based on the demographic and study 
variables, respectively.
Multivariate analysis indicated no significant 
differences between early and late respondents based on the 
demographic variables. In addition, univariate analyses 
indicated no significant differences between the groups on any 
of the individual demographic variables.
As shown in Table 4.4, there were also no significant 
differences between early and late respondents on the study 
variables of interest. Therefore, a comparison of early and 
late respondents on the demographic characteristics and the 
study variables of interest found no evidence of nonresponse 
bias.
Reliability of Measurement Instruments 
Reliability is defined as the degree to which measures 
are free from error and yield consistent results (Churchill 
1979; Peter 1981). Nunnally (1978) suggests that a 
reliability coefficient of 0.70 is sufficient for most 
research. Each construct in the present dissertation was
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Table 4.3




Test Multivariate P Significance
Test Values of P
Multivariate
Tests
Pillais 0.015 1.171 0.323
Hotellings 0.015 1.171 0.323
Wilks 0.985 1.171 0.323Roys 0.015 1. 171 0.323
Univariate Tests
Age 0. 037 0.848
Income 0.104 0.747
Industry Experience 0.636 0.426
Organizational Tenure 1.815 0. 179
Position Tenure 0.547 0.460
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Table 4.4




Test Multivariate F SignificanceTest Values of F
Multivariate
Tests
Pillais 0.015 0. 944 0.480
Hotellings 0.015 0.944 0.480
Wilks 0.985 0.944 0.480Roys 0.015 0. 944 0.480
Univariate Tests
Strategic Posture Scale 0. 513 0.474
Adhocracy Culture Scale 0. 030 0.862
Hierarchy Culture Scale 0.983 0. 322
Clan Culture Scale 0.432 0.511
Market Culture Scale 0.421 0.517
W. A.Performance 0. 044 0.834
ROA 1997 3 . 066 0 . 081
ROE 1997 0.292 0.589
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measured using previously developed multi-item scales with 
previously acceptable levels of reliability (e.g., Knight 
1997; Naman & Slevin 1993: Quinn & Spreitzer 1991). In order 
to assess the reliability of the measures in this 
dissertation, item-to-total correlations and coefficient alpha 
were employed.
According to Nunnally (1978), the criterion for retaining 
a scale item includes an item-to-total correlation of at least 
0.35 and a coefficient alpha value for the scale of at least 
0.70. The results of the analysis of reliabilities for each 
of the measurement scales in this dissertation are presented 
in Tables 4.5 through 4.7. All item numbers in the tables 
correspond to the item as it appears in the survey instrument 
(see Appendix A).
Strategic Posture
The present dissertation employed a widely-used, 9-item 
scale for measuring strategic posture. The scale was 
originally developed by Khandwalla (1977) and subseguently 
refined by Miller & Friesen (1978) and Covin & Slevin (1989).
Table 4.5 presents item-to-total correlations and a 
reliability estimate for the strategic posture variable. All 
items in the scale exceeded the item-to-total correlation 
criteria of 0.35. In addition, the coefficient alpha value 
for the overall scale was 0.81, which exceeds the 0.70 
threshold recommended by Nunnally (1978) .















l 3.84 1.50 0.48 0.79
3 4.86 1.34 0.42 0.80
4 4.38 1.38 0.50 0.79
6 4.48 1.32 0.48 0.79
7 4.05 1.60 0.58 0.78
8 4. 34 1.40 0.50 0.79
1 0 3.49 1 . 2 1 0.45 0.80
13 4.02 1 . 2 0 0.60 0.78
14 3.83 1.24 0.57 0.78
Coefficient Alpha = 0.81
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Organizational Culture
The organizational culture scale used in the present 
dissertation was designed to use 4 items to measure each of 
the 4 culture types— adhocracy, hierarchy, market, and clan. 
The scale has been widely used in previous research (Quinn & 
Spreitzer 1991) and acceptable,
but sometimes inconsistent, levels of reliability have been 
reported (e.g., Moorman 1995).
The item-to-total correlations and reliability estimates 
for the four organizational culture scales are presented in 
Table 4.6. The adhocracy culture scale's coefficient alpha 
value of 0.74 exceeded the 0.70 requirement. All of the items 
met the item-to-total correlation criterion.
The hierarchy culture scale's coefficient alpha of 0.54 
did not meet the 0.70 threshold. Only one item failed to meet 
the item-to-total correlation criterion. The elimination of 
this item did not substantially improve the reliability of the 
scale. Because the scale is commonly used in empirical 
research (Quinn & Spreitzer 1991) , the full set of items was 
used in the analysis. Also, the full scale was retained in 
the analysis for theoretical purposes because it is part of 
the broader conceptual framework described previously (Cameron 
& Freeman 1991; Quinn 1988).
The coefficient alpha value of 0.68 for the clan culture 
variable neared the acceptance threshold. All of the items 
met the item-to-total correlation criterion.
















16 4.26 1.35 0.58 0. 65
0.74
20 4.81 1.37 0.55 0 . 6 8
24 4.23 1.41 0.54 0 . 6 8
28 5.42 1.08 0.49 0.71
Hierarchy
17 3.72 1.43 0. 35 0.51
0.57
21 5.19 1.30 0.25 0.58
25 4.40 1.43 0. 50 0.36
29 5.62 1.05 0.34 0.52
Clan
15 5.96 1.04 0.44 0.63
0 . 6 8
19 4.63 1.49 0.40 0 . 6 8
23 5.67 1.13 0.50 0. 59
27 5. 67 1.13 0.54 0.56
Market
18 3 . 23 1.43 0 . 18 0.55
0. 51
22 4.55 1.53 0.29 0.45
26 4.95 1 . 2 2 0.41 0.34
30 5.23 1.15 0.35 0.40
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The market culture scale's coefficient alpha of 0.51 did 
not meet the 0.70 threshold. In addition, two items failed to 
meet the item-to-total correlation criterion. Again, because 
the scale is commonly used in empirical research (Quinn & 
Spreitzer 1991), and is part of the conceptual framework 
presented previously, the full set of items was used in the 
analysis (Cameron & Freeman 1991; Quinn 1988).
Weighted Average Performance
The item-to-total correlations and reliability estimate 
for the 18-item weighted average performance scale are 
presented in Table 4.7. The 0.85 coefficient alpha estimate 
for the scale exceeded the 0.70 threshold. A single item 
failed to meet the item-to-total correlation criterion of 
0.35, but elimination of this item did not improve the 
reliability of the scale. Thus, the full set of items was 
used in the analysis because of strong evidence of reliability 
and because this was a commonly used scale (Covin & Slevin 
1989; Naman & Slevin 1993; Knight 1997).
Descriptive Statistics 
and Study Comparisons
Descriptive statistics for the primary variables in this 
dissertation appear in the following section. Table 4.8 
presents the mean, median, mode, standard deviation, kurtosis, 
skewness, minimum, maximum, range, and frequency for strategic 
posture, the four organizational culture types, and 
performance.




Weighted Average Performance Scale
Items ItemMeans Item Std Dev Item-to-TotalCorrelation
Alpha if Item Deleted
59-1 3.67 1 . 0 2 0.37 0. 8559-2 3.65 0.98 0.35 0.8559-3 3.50 1.05 0.38 0. 8559-4 4.30 0.90 0.41 0. 8559-5 3.99 0.82 0.49 0. 8459-6 4.30 0.74 0.43 0. 8459-7 3 . 16 1. 07 0.44 0.8459-8 4.14 0.92 0.41 0. 8559-9 3 .84 1 . 0 0 0.32 0.8559-10 0 . 06 0 . 8 8 0.46 0.8459-11 0 . 1 0 0.96 0.42 0.8459-12 0. 65 0.83 0.42 0.8459-13 0.52 0.94 0. 64 0.8359-14 0.40 0 . 8 6 0.52 0.8459-15 0.45 0.87 0.56 0.8459-16 0 . 1 2 0.83 0.55 0.8459-17 0.49 0 . 8 8 0 . 60 0.8459-18 0.71 0 . 8 6 0.42 0.84
Coefficient Alpha = 0.85






















Mean 4.14 4.70 4.75 5.51 4.56 0.43 1.24 13.67
Median 4.22 4.75 4.75 5.50 4.50 0.43 1.25 13.60
Mode 4.22 5.25 4.75 5.75 5. 00 0 . 0 0 1.29 1 1 . 0 1
std. Dev. 0.85 0.97 0.85 0.79 0. 83 0.63 0.40 4.75
Kurtosis -0.38 0.17 -0.28 0.49 0. 09 0 . 06 1.07 0 . 2 0
Skewness -0.24 -0.60 -0.08 -0.64 -0 . 06 0.08 -0.04 -0.06
Minimum 1.78 1.50 2.25 2.75 2 . 0 0 -1.42 -0.03 -0.44
Maximum 6 . 1 1 7.00 7.00 7.00 7.00 2 . 0 0 2.64 29.12





The data on strategic posture (SP) was collected by a 9- 
item strategic posture scale that was designed to assess a 
firm's tendency toward business related risk-taking, product 
innovation, and proactiveness vis-a-vis competitors (Covin 
1991) . The items were summed and then divided by nine to 
produce the mean value for strategic posture. A score of one 
signifies a perception of a conservative firm orientation. A 
score of seven indicates a perception of an entrepreneurial 
orientation. The mean strategic posture score among 
respondents was 4.14, which indicates that, on average, the 
banking professionals perceived their banks to be neither 
clearly conservative nor clearly entrepreneurial in their 
strategic orientation. Only 4 percent of the respondents 
perceived their bank to be strongly entrepreneurial (a score 
of 5.5 or more on the SP scale). Approximately 3.4 percent 
perceived their bank to be strongly conservative (a score of
2.50 or less on the SP scale). Table 4.9 compares sample 
characteristics, means, and standard deviations for this 
strategic posture scale across studies.
The mean score for strategic posture in the present 
dissertation was somewhat lower than those found in previous 
studies. Consequently, the banking professionals in this 
dissertation perceived their firms to be slightly more 
conservatively oriented than the single industry manufacturing 
firms in the Covin & Slevin (1989) and Naman & Slevin (1993)





study Sample Characteristics Mean StandardDeviation
Covin & Slevin 
(1989) Senior managers of 161 single-industry 
firms in western 
Pennsylvania
4.33 1.23
Naman & Slevin 
(1993) Senior executives of 82 manufacturing 
firms in southwest 
Pennsylvania
4.94 0 . 82
Knight (1997)









Senior executives of 
535 US banks
4.14 0 . 8 6
NR = not reported
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studies. The same is true when comparing the mean responses 
of the banking professionals to those of the presidents of the 
Canadian textile, clothing, electronic goods, and electrical 
parts firms in the Knight (1997) study.
Adhocracy Culture
Data assessing respondents' perception of the degree to 
which their banks emphasized an adhocracy culture were 
collected via four items. A mean score for each respondent 
was obtained by summing the scores of each item and dividing 
by four. A score of one indicates that the respondents 
strongly disagreed that their firm emphasized the values of 
entrepreneurship, creativity, adaptability, growth, and 
change, while maintaining a primary focus on the external 
environment. A score of seven indicates that the respondents 
strongly agreed that their firm emphasized these same values 
and focus. A mean score of 4.68 indicates that, overall, the 
respondents "slightly agreed" that their bank emphasized 
adhocracy culture characteristics. About 4 percent of the 
respondents perceived their bank as putting little emphasis on 
an adhocracy culture (a score of 2.50 or less) . Approximately 
28 percent perceived their bank as strongly emphasizing an 
adhocracy culture (a score of 5.50 or more). Table 4.10 
compares the sample characteristics, means, and standard 
deviations for this adhocracy culture scale across studies.
As indicated in Table 4.10, the mean adhocracy culture 
score was 4.68. This was only slightly higher than the mean





study Sample Characteristics Mean StandardDeviation
Quinn &
Spreitzer (1991)
796 managers within 
8 6  public utility 




of Marketing in the 
top 2 0 0  advertisers 
as listed in the 
1992 Advertising Age
4.43 1 . 2 1
Present
Dissertation
Senior executives of 
535 US banks
4. 6 8 0. 98
NR = not reported
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score of 4.43 reported by Moorman (1995). Consequently, the 
banking professionals in this dissertation perceived that 
their banks emphasized the characteristics of an adhocracy 
culture to a slightly greater degree than did the vice 
presidents of marketing at the US firms in Moorman's (1995) 
study.
Hierarchy Culture
Data concerning the respondents' perception of the degree 
to which their banks emphasize a hierarchy culture were 
collected via four items. A mean score for respondent was 
obtained by summing the scores for each item and dividing by 
four. A score of one indicates that the respondents strongly 
disagreed that their firm emphasized stability, order, rules, 
and regulations through internal efficiency, uniformity, 
coordination, and evaluation. A score of seven indicates that 
the respondents strongly agreed that their bank emphasized 
these same traits. The mean score of 4.74 indicates, on 
average, that the respondents "slightly agreed" that their 
bank emphasized hierarchy culture characteristics. Only 1 
percent of the respondents perceived their bank as putting 
very little emphasis on a hierarchy culture (a score of 2.50 
or less). Approximately 25 percent perceived their bank as 
strongly emphasizing a hierarchy culture (a score of 5.50 or 
more). Table 4.11 compares the sample characteristics, means, 
and standard deviations for this hierarchy culture scale 
across studies.
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As indicated in Table 4.11, the mean hierarchy culture 
score in the present dissertation was 4.74. versus the mean 
score of 3.67 reported by Moorman (1995). Consequently, the 
banking professionals in this dissertation perceived that 
their banks emphasized the characteristics of a hierarchy 
culture to a somewhat greater degree than did the respondents 
in the Moorman (1995) study. The reliability of the current 
hierarchy culture scale is identical to Moorman's (1995) study 
but significantly lower than that reported by Quinn &
Spreitzer (1991) (0.77) . This may indicate the need to
further refine the scale. As such, the results of any
statistical analysis using this measurement scale must be
interpreted with caution.
Clan Culture
Data concerning respondents' perception of the degree to 
which their banks emphasize a clan culture were collected via 
four items. Again, the mean score for each respondent was 
obtained by summing the scores for each item and dividing by 
four. A score of one indicates that the respondents strongly 
disagreed that their firm emphasized the norms and values 
associated with affiliation, trust, tradition, long-term 
commitment, and a focus on flexibility and the internal 
organization. A score of seven indicates that the respondents 
strongly agreed that their bank emphasized these same norms, 
values, and focus. The mean score of 5.48 indicates that the 
respondents generally agreed that their banks emphasized the





Study Sample Characteristics Mean StandardDeviation
Quinn &
Spreitzer (1991)
796 managers within 
8 6  public utility 




of Marketing in the 
top 2 0 0  advertisers 
as listed in the 
1992 Advertising Age
3 . 67 1.41
Present
Dissertation
Senior executives of 
535 US banks 4.74 0.85
NR = not reported
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characteristics of a clan culture. None of the respondents 
perceived their bank as putting very little emphasis on a clan 
culture (a score of 2.50 or less). The majority of 
respondents, approximately 62 percent, perceived their bank as 
strongly emphasizing a clan culture (a score of 5.50 or more) . 
Table 4.12 compares the sample characteristics, means, and 
standard deviations for this clan culture scale across 
studies.
As indicated in Table 4.12, the mean clan culture score 
in the present dissertation was higher than the mean score of 
4.05 reported by Moorman (1995). Consequently, the banking 
professionals in this dissertation perceived that their banks 
emphasized the characteristics of a clan culture to a greater 
degree than did the respondents in Moorman's (1995) study.
Market Culture
Data concerning respondents' perception of the degree to 
which their banks emphasize a market culture were collected 
via four items. A mean score for each respondent was obtained 
by summing the scores for each item and dividing by four. A 
score of one indicates that the respondents strongly disagreed 
that their firm emphasized planning, productivity, efficiency, 
and the attainment of well defined goals, while maintaining a 
primary focus on the external environment. A score of seven 
indicates that the respondents strongly agreed that their firm 
emphasized these same characteristics. A mean score of 4.56 
indicates that, overall, the respondents "somewhat agreed"





Study Sample Characteristics Mean StandardDeviation
Quinn &
Spreitzer (1991)
796 managers within 
8 6  public utility 




of Marketing in the 
top 2 0 0  advertisers 





Senior executives of 
53 5 US banks 5.48 0. 79
NR = not reported
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that their bank emphasized market culture characteristics. 
About 2 percent of the respondents perceived their bank as 
putting very little emphasis on a market culture (a score of
2.50 or less). Approximately 15 percent perceived their bank 
as strongly emphasizing a market culture (a score of 5.50 or 
more). Table 4.13 compares the means, standard deviations, 
and samples for the market culture scale across studies.
As shown in Table 4.13, the mean market culture score in 
the present dissertation was 4.56 as compared to the mean 
score of 4.30 reported by Moorman (1995). Consequently, the 
banking professionals in this dissertation perceived that 
their banks emphasized the characteristics of a market culture 
to a slightly greater degree than did the respondents in the 
Moorman (1995) study. The reliability of the market culture 
scale in the present dissertation (0.51) is significantly 
lower than that reported by both Quinn & Spreitzer (1991) 
(0.78) and Moorman (1995) (0.81). However, because the scale 
has been shown to exhibit acceptable levels of reliability and 
validity in previous studies, and because it was part of the 
broader conceptual framework described previously (Cameron & 
Freeman 1991; Quinn 1988), it was retained for the present 
analysis.
Weighted Average Performance
The data designed to assess the respondents' perceptions 
of their firm's financial performance were collected via 18 
items using a 5-point, Likert-type scale. Consistent with
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Gupta & Govindarajan (1984), the raw scores were adjusted to 
minimize the impact of response bias. The score for each 
respondent was obtained using the following equation:
Performance = Sum (Satisfaction Score X Importance Score)
Sum (All Criteria Importance Scores)
A score of -2.00 indicates that the respondent believed 
that the bank was performing very poorly. A score of 2.00 
indicates that the respondent believed that the bank was 
performing very well. The mean score of 0.38 indicates that 
the respondents perceived that their bank was performing only 
slightly above average. Table 4.14 compares the sample 
characteristics, means, and standard deviations for this 
performance scale across studies.
As indicated in Table 4.14, the mean weighted average 
performance score was the present dissertation is higher than 
the mean score of 0.09 reported by Covin et al. (1993). 
Consequently, the banking professionals in this dissertation 
perceived that their banks were performing slightly better 
than did the top level executives of single industry firms in 
Covin et al. 's (1993) study.
As a validity check, the correlation between the 
objective performance measures of ROA and ROE for the year 
ending 1997 and the weighted average performance measure was 
calculated. The correlation between weighted average 
performance and ROA was significant (r = 0.43, p < 0.001). 
The correlation between weighted average performance and ROE




Weighted Average Performance Scale
Study Sample Characteristics Mean StandardDeviation
Covin & Slevin 
(1988)
Senior executives of 





Covin & Slevin 
(1989)
Senior managers of 
161 single-industry 
firms in western 
Pennsylvania
NA NA
Covin et al. 
(1997)
Senior executives of 
1 2 2  single industry 
firms in southwest 
Pennsylvania
0.09 0.89
Naman & Slevin 
(1993)
Senior executives of 
82 manufacturing 





Senior executives of 
53 5 US banks 0.42 0.85
NA = not applicable (different weighting procedure 
employed)
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was also significant (r = 0.45, p < 0.001). Thus, the
objective financial ratios had a relatively strong correlation 
with the subjective weighted average performance measure.
Kurtosis. Skewness, and 
Range of Scores
As indicated by the kurtosis scores (see Table 4.8), the
distribution of strategic posture (-0.38) and hierarchy
culture (-0.28) were slightly more flat than a normal
distribution. Adhocracy culture (0.17) , market culture(0.09) ,
weighted average performance (0.06), ROE (0.20) and clan
culture (0.49) each had slightly positive scores on kurtosis
and the score for ROA (1.07) was somewhat positive. The
distribution of responses for all eight variables, except
weighted average performance (0.08), were negatively skewed.
The scores for strategic posture, adhocracy culture, hierarchy
culture, clan culture, market culture, all of which were
measured with a 7-point Likert-type scale, ranged from 1.50 to
7.00. Finally, the weighted average performance score had a
range of 3.42 out of a possible 4.00.
Variable Correlations
The correlations between all study variables are 
presented in Table 4.15. Significant correlations are noted 
in the following discussion.




























CC .10* .21** .27**
NC .29** .37** .26** -.01
WAP .09* .07 .09* . 16** .12**
ROA .02 .04 -.06 .08 . 10* .43**
ROE .11* . 12** -.03 .01 . 14** .45** .77**
SPAC . 88** .88** -.08 .18** .35** .08 .02 . 12**
SPHC .69** .50** .60** .27** .41** .12** .03 .07 .67**
SPCC .82** .62** .05 .62** .22** . 16** .04 .10* .81** .71**
SPMC .79** .62** .08 .06 .77** .11** .05 .15** .81** .71** . 68**
BA .27** .15* -.11** -.13** .16** .12** .11* .26** .21** .12** .13** .26**
YR .10* .01 .02 .03 -.07 -.03 .01 - .07 .06 .09 .10* .02 0.17**
** = p < 0.01 level
* = p < 0.05 level
ROA = Return on Assets Year Ending 1997
SP = Strategic Posture ROE = Return on Equity Year Ending 1997
AC = Adhocracy Culture SPAC = Strategic Posture X Adhocracy Culture
HC = Hierarchy Culture SPHC = Strategic Posture X Hierarchy Culture
CC = Clan Culture SPCC = Strategic Posture X Clan Culture
MC = Market Culture SPMC = Strategic Posture X Market Culture
WAP = Weighted Average Performance BA = Natural Log of Total Bank Assets
YR = Age of Bank in Years
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Significant positive correlations, at the 0.01 level, 
were observed between SP and AC (r = 0.66), MC (r = 0.29), 
SPAC (r = 0.88), SPHC (r = 0.70), SPCC (r = 0.82), SPMC (r = 
0.80), and BA (r = 0.27). At the 0.05 level of significance, 
there were positive correlations between SP and WAP (r = 
0.09), ROE (r = 0.11), and YRS (r = 0.10). Finally, SP was 
negatively associated, at the 0.05 level of significance, with 
HC (r = -0.13).
Significant (p < 0.001) and positive correlations were 
found between AC and CC (r = 0.21), MC (r = 0.37), ROE (r = 
0.12), SPAC (r = 0.88), SPHC (r = 0.50), SPCC (r = 0.62), SPMC 
(r = 0.62), and BA (r = 0.15). HC was positively associated 
with CC (r = 0.27), MC (r = 0.26), and SPHC (r = 0.60) at the 
0.001 level of significance. At the 0.05 level, HC was 
positively correlated with WAP (r = 0.09) and negatively 
correlated with BA (r = -0.11) . CC was positively correlated, 
at the 0.01 level of significance, with WAP (r = 0.17, SPAC (r 
= 0.18), SPHC (r = 0.30), and SPCC (r = 0.62), and negatively 
associated with BA (r = -0.13). Also at the 0.01 level of 
significance, MC was found to be positively correlated with 
WAP (r= 0.12), ROE (r = 0.14), SPAC (r = 0.35), SPHC (r = 
0.41), SPCC (r = 0.22), SPMC (r = 0.77) and BA (r = 0.16). MC 
was also positively correlated with ROA (r = 0.09) at the 0.05 
level of significance.
WAP was positively correlated, at the 0.01 level, with 
ROA (r = 0.44), ROE (r = 0.46), SPHC (r = 0.12), SPCC (r =
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0.16), and BA (r = 0.12). At the 0.05 level, a positive 
correlation was found between WAP and SPMC (r = 0.11). ROA 
was positively correlated with ROE (r = 0.79), at the 0.01 
level of significance and with BA (r = 0.11) at the 0.05 
level. ROE was positively correlated with SPMC (r = 0.15) and 
BA (r = 0.26), both at the 0.01 level of significance.
SPAC was found to be positively correlated, at the 0.01 
level, with SPHC (r = 0.67), SPCC (r = 0.81), and SPMC (r = 
0.81). At the 0.01 level of significance, a positive 
association also exists between SPAC and BA (r = 0.21). SPHC 
was positively correlated, at the 0.01 level, with SPCC (r = 
0.71), SPMC (r = 0.71), and BA (r = 0.12). Also at the 0.01 
level, SPCC was positively correlated with SPMC (r = 0.68) and 
BA (r = 0.13). A positive correlation, at the 0.05 level of 
significance, was found between SPCC and YRS (r = 0.10). 
Also, SPMC was positively correlated with BA (r = 0.26) at the 
0.01 level. Finally, a significant (p < 0.001) and positive 
association was found between BA and YRS (r = 0.16).
Tests of Hypotheses
Procedures
Hypothesis #1 states that entrepreneurial orientation is 
positively associated with firm performance. Hypothesis #2 
posits that organizational culture is associated with the 
degree of entrepreneurial orientation. Both hypotheses were 
tested using hierarchial regression analysis. Regression is
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the appropriate method of analysis when a single metric 
dependent variable is presumed to be related to one or more 
metric independent variables (Hair et al. 1995) . The 
objective of this statistical procedure is to explain changes 
in the dependent variable in response to changes in the 
independent variable.
Hypothesis #3 posits that organizational culture 
moderates the relationship between the degree of EO and firm 
performance. According to Schoonhoven (1981) and Darrow & 
Kahl (1982), moderated regression analysis is an appropriate 
technique for testing hypothesized contingency relationships. 
Also, moderated regression analysis provides the most 
straightforward method for testing contingency hypotheses 
where an interaction is implied (Arnold 1982). Finally, the 
technique is considered to be a conservative method for 
identifying interaction affects in that interaction effects 
are deemed significant only if they explain a significantly 
greater portion of the variance in the dependent variable than 
that which is explained by individual independent variables 
(Covin & Slevin 1989).
The statistical significance of interaction effects was 
tested by first regressing the dependent variable on the 
control variables, the independent variable, and the 
hypothesized moderator variables, and then adding the 
interaction terms that represent the cross product of the 
independent variable and each of the proposed moderator
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variables (Sharma et al. 1981).
According to Sharma et al. (1981), three regression 
equations must be assessed to identify moderator variables:
(1) Y = b0 + b,Xt
(2) Y = b„ + b,X, + t̂ Xj
(3) Y = b0 + b,X, + bjXj + b3X[X2
where Y is the dependent variable, b0 is the intercept, X, is 
the independent variable, X2 is the proposed moderator 
variable, and X,X2 is the interaction term (i.e., the moderator 
effect of X2 on XJ .
The moderator effect was tested by adapting the 
regression equations proposed by Sharma et al. (1981) to 
include the control variables. Specifically the regression 
equations were:
(1) Y = b0 + bjX, + b2X2 + b3X3
(2) Y = b0 + bjXj + b2X2 + b3X3 + b4X4 + b5X5 + b6X6 + bjX,
(3) Y = b0 + btXi + b2X2 + b3X3 + b4X4 + b5X5 + b6X6 + bjX7 + b8X3X4
+ b9X3X5 + b10X3X6 + b,,X3X7
where Y is the dependent variable (firm performance) , b0 is 
the intercept, X, is bank assets (BA) , X2 is bank age (BA) , X3 
is the independent variable (SP), X4 is adhocracy culture, Xs 
is hierarchy culture, X6 is clan culture, X7 is market culture, 
X3X4 is the interaction of SP and adhocracy culture, X3X5 is the 
interaction of SP and hierarchy culture, X3X6 is the 
interaction of SP and clan culture, and X3X7 is the interaction 
of SP and market culture.
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The moderator effect was tested by first estimating the 
unmoderated equation (#2 ) , and then determining whether the 
addition of the moderator term to the equation (#3) 
significantly increased the explanatory power of the 
regression equation.
HI: Strategic Posture and 
Performance Relationship
Hypothesis #1 states that entrepreneurial orientation is 
positively associated with firm performance. The results of 
the regression analysis are shown in Table 4.16. To remove 
extraneous influences on the three performance dependent 
variables, bank size (measured as the natural logarithm of 
bank assets in millions) and bank age were first entered into 
the regression equation. The independent variable— strategic 
posture— was entered in the next step. No significant 
relationships existed between strategic posture and the three 
measures of firm performance.
Further analysis was performed by classifying a firm's 
strategic posture as either conservative or entrepreneurial. 
Firms with SP scores less than 3.5 were classified as 
relatively conservative. Firms whose strategic posture scores 
were above 4.5 were classified as relatively entrepreneurial. 
Firms with scores of 3.5 to 4.5 on the 7-point scale could not 
be unambiguously classified and were omitted from this 
analysis. This same classification technique was used by 
Covin (1991), Karagozoglu and Brown (1988), and Miller and
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Table 4.16











0 .1 2 1**
-0.07 (0.02)b
0.13**
-0 . 0 1  (0 .0 1 )
0.27***
-0 . 1 2  (0.08)
StrategicPosture 0.07 (0.00) -0.06 (0 .0 0 ) 0.05 (0.00)
AdjustedR2 0 . 0 2 0 . 0 1 0 . 08
* Standardized regression coefficients are shown 
b Changes in Adjusted R2 are shown in parentheses
*** p < 0 . 0 0 1  
** p < 0 . 0 1
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Friesen (1982) to create distinct conservative and 
entrepreneurial subgroups.
To determine if significant differences in performance 
existed between the two subgroups, a multivariate analysis of 
co-variance was conducted on the three performance measures 
with bank size and age as covariates (see Table 4.17). The 
conservative versus entrepreneurial banks had mean scores of 
0.38 and 0.55 on the weighted average performance measure, 
1.26 and 1.25 percent for return on assets, and 13.06 and 
14.65 percent for return on equity, respectively.
The multivariate analysis of co-variance resulted in a 
significant multivariate effect (F3 2 9 2 = 5.84, p < 0.01) . This 
reflects a significant multivariate association between 
strategic posture and a linear combination of the performance 
variables. Thus, when the three measures are assessed as an 
overall evaluation of performance, entrepreneurial banks were 
found to perform significantly better than conservative banks. 
An examination of the mean scores for the two subgroups 
reveals that the difference was attributable to the higher 
weighted average performance and ROE scores for 
entrepreneurial versus conservative banks.s.
The second step of this analysis entailed determining if 
relatively entrepreneurial banks outperformed relatively 
conservative firms on any of the three performance measures 
individually. No significant univariate results were found 
for the three performance measures. Thus, entrepreneurial




Performance Variables Comparison of Subgroups
Test Multivariate Test Values P Significance of P
MultivariateTests
Pillais 0. 057 5.836 0 . 0 0 1
Hotellings 0.060 5.836 0 . 0 0 1Wilks 0. 943 5.836 0 . 0 0 1Roys 0 . 060 5.836 0 . 0 0 1
Univariate Tests
Weighted Average Performance 2. 687 0 . 1 0 2
Return on Assets 1. 138 0. 287
Return on Equity 1.739 0 . 188
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banks did not outperform conservative banks on any of the 
three performance measures individually. Significant
univariate results were found for bank size and ROA (F1 2 9 6 = 
5.49, p < 0.05) and for bank size and ROE (Fl 2 9 6 = 19 . 39 p < 
0.001).
H2: Organizational Culture and 
Strategic Posture Relationship
The results of the moderated regression analysis used in 
testing H2 are presented in Table 4.18. The two control 
variables, bank age and the natural log of total assets, were 
entered in the first step and the four organizational culture 
types in the second step. The change in R2 provides a test of 
whether organizational culture explains variance in the 
dependent variable beyond that which is explained by the 
control variables. The significance of the regression 
coefficients indicates whether an organizational culture type 
explains unique variance in the dependent variable. As shown 
in Table 4.18, after controlling for age and size, the 
organizational culture types explained an additional 41 
percent of the variance in strategic posture. The overall 
statistical significance of the regression equation was F 65{M 
=78.69, p < 0.001. Specifically, adhocracy culture was found 
to be significantly and positively related to strategic 
posture (B = 0.60, p < 0.001). Thus, banks with stronger 
emphasis on an adhocracy culture were more entrepreneurial 
oriented than banks that put less emphasis an adhocracy
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Table 4.18
Regression Results: Organizational Culture
and Strategic Posture
IndependentVariables B Change in R*




MarketCulture 0. 08* 0.41***
Adjusted R2 0.48
* Standardized regression coefficients for the full model 
are shown
*** p < 0.001 
** p < 0.01
* p < 0.05
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culture. Hierarchy culture was found to be significantly and 
negatively related to strategic posture (B = -0.12, p < 0.01). 
This shows that banks with a stronger emphasis on an hierarchy 
culture were more conservative oriented than banks that put 
less emphasis on an hierarchy culture. In addition, market 
culture was found to be significantly and positively related 
to SP (B = 0.08, p < 0.05). Thus, banks with a stronger 
emphasis on an market culture were more entrepreneurial 
oriented than banks that put less emphasis a market culture. 
No significant relationship was found between clan culture and 
strategic posture. Finally, an examination of the beta 
coefficients revealed information about the strength of the 
relationships between these three culture types and strategic 
posture. Adhocracy culture (B = 0.60, p < 0.001), had a 
stronger association with strategic posture than did hierarchy 
culture or market culture. Hierarchy culture, in turn, had a 
stronger association with strategic posture than did market 
culture. Therefore, the results of the analysis support H2.
H3; Organizational Culture 
Moderating the EO and 
Performance Relationship
The results of the moderated regression analysis used in 
testing H3 are presented in Table 4.19. The only significant 
interaction found was the influence of strategic posture and 
market culture on WAP (B = -0.74, p < 0.05). The negative 
interaction regression coefficient implies that market culture
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Table 4.19
Regression Results: Organizational Culture Moderating
the Strategic Posture and Performance Relationship
i WAP ROA ROE








Adhocracy -0.30 0.01 0.04
Hierarchy -0.01 0.07 -0.17
Clan 0.09 0.03 -0. 07
Market 0.52** (0.03) 0.05 (0.01) 0.21 (0.00)
Strategic Posture Z Adhocracy Culture 0.45 0.09 -0.01
Strategic Posture Z Hierarchy Culture 0.07 -0. 08 0.19
Strategic Posture z Clan Culture 0.17 0. 13 0.22
Strategic Posture Z Market Culture -0.74** (0.00) 0.06 (0.00) -0.20 (0.00)
Adjusted R2 0. 05 0.02 0.08
* Standardized regression coefficients for the full model 
b Changes in Adjusted R2 are shown in parentheses
kkk P < 0.001** P < 0.01* P < 0. 05
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negatively influences the relationship between strategic 
posture and WAP. However, much of the variance in WAP is a 
result of market culture's individual association with WAP, 
not from the interaction of market culture and strategic 
culture on WAP. None of the other regression coefficients for 
the cross-product variables (Strategic Posture X Adhocracy 
Culture, Strategic Posture X Hierarchy Culture, Strategic 
Posture X Clan Culture, Strategic Posture X Market Culture) 
were significant. Therefore, support for H3 was not found.
Conclusion
Chapter 4 described the characteristics of the sample and 
presented the analysis of possible non-response bias. Data 
were examined comparing the two waves of responses on 
demographic characteristics and study variables. This 
analysis was followed by a discussion of measurement issues 
and an assessment of the reliability of the scales used in the 
present dissertation. Next, descriptive statistics and study 
variable correlations were presented. Finally, this chapter 
presented the results of the hypotheses tests.




As outlined in Chapter 1, the objective of this 
dissertation was to empirically assess whether (1) 
entrepreneurial orientation (EO) is associated with firm 
performance, (2) organizational culture is associated with the 
degree of EO, and (3) whether organizational culture moderates 
the relationship between EO and performance. The purpose of 
Chapter 5 is to present the results of this empirical 
analysis.
First, specific findings regarding the hypothesized 
relationships are discussed. The second section presents 
implications of these findings for managers of organizations. 
This is followed by a discussion of the limitations of the 
dissertation and their impact on the conclusions drawn. The 
final section presents suggestions for future research 
regarding the relationships examined.
Research Findings
Three relationships were examined in this dissertation. 
These relationships were illustrated in Figure 1.1 and 
described in Chapter 3. The following sections examine each 
of these relationships with respect to the empirical findings 
and their implications.
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The Strategic Posture and 
Performance Relationship
The first hypothesis posits that entrepreneurial 
orientation is associated with firm performance. The findings 
of the regression analysis did not support this relationship. 
After controlling for bank size and age, no significant 
relationship was found between strategic posture and any of 
the three measures of performance. Further evaluation of H, 
was performed using multivariate analysis of co-variance 
relating performance to relatively entrepreneurial versus 
relatively conservative banks. The results indicate a 
significant difference between the subgroups across the three 
performance measures taken together. That is, collectively, 
the dependent variables of performance do vary significantly 
(p = 0.001) across the two subgroups. This provides some 
support for H,. However, while the mean WAP and ROA scores 
were higher for entrepreneurial banks (0.55 and 14.64, 
respectively) than for conservative banks (0.38 and 13.06), no 
significant univariate results were found for any of the three 
performance measures. Thus, while multivariate significance 
was found for the two groups in the multivariate analysis of 
co-variance, the lack of univariate results and the non­
significant results found in the regression analysis, indicate 
that Hj was not supported.
These results suggest that the degree to which the 
sampled banks engaged in firm level risk-taking, proactive,
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and innovative behaviors had little or no impact on 
performance. While some banks that engaged in relatively high 
levels of these behaviors performed relatively well, others 
performed poorly. The same can said for banks which engaged 
in relatively low levels of these same behaviors. The lack 
of support for Ht can be attributed, at least in part, to 
relatively little variance in the strategic posture scale 
scores. The range for the 7 point likert-type scale was 4.33 
with a standard deviation of 0.85. This is somewhat lower 
than what has been reported in previous studies. For example, 
Covin & Slevin (1989) report a range of 5.56 and a standard 
deviation of 1.23 for the same scale.
The lack of firm support for H, contradicts some previous 
empirical research in the field. For example, Zahra (1991), 
in a study of Fortune 500 industrial corporations, reported a 
positive relationship between entrepreneurial activities and 
profitability, growth, and risk-related measures of firm 
performance. Also, Zahra & Covin (1995), in a study of 
domestic manufacturing firms, found a positive and significant 
association between entrepreneurial activities and firm 
performance as measured by return on assets and return on 
sales. However, other research suggests that not all 
entrepreneurial efforts will improve firm performance (e.g., 
Fast 1981). As mentioned in Chapter 2, empirical research has 
established that the EO to firm performance relationship is 
contingent on factors such as environmental hostility (Miller
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& Friesen 1983), industry characteristics (Sandberg & Hofer 
1987), and organizational structure (Covin & Slevin 1988). 
Thus, while the regression and univariate analyses did not 
support H,, the findings are consistent with much of the 
theoretical and empirical research in the field.
The Organizational Culture 
and EO Relationship
H2 posits that organizational culture is associated with 
EO. The findings in the present dissertation strongly support 
this hypothesis. After controlling for bank age and size, 
organizational culture explained an additional 41 percent of 
the variance in strategic posture. This supports the 
theoretical link between organizational culture and strategic 
posture (Cornwall & Perlman 1990; Lumpkin & Dess 1996) . For 
example, Lumpkin and Dess (1996) suggest that the ability of 
a firm to develop EO is affected by a firm's organizational 
culture.
In developing H2 it was argued that certain 
organizational cultures can provide the context for enhancing 
or diminishing the degree of EO. Specifically, an adhocracy 
culture, which stresses the values of creativity, 
adaptability, change, and a focus on the external environment, 
increases the degree of EO. On the other hand, a hierarchy 
culture focuses on stability, order, rules, and regulations. 
This reflects the norms and values associated with a more 
conservative strategic posture. Therefore, it was posited
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that hierarchy culture was negatively associated with 
strategic posture. Finally, it was argued that the 
theoretical link between the other two types of organizational 
culture— market and clan— and strategic posture was less 
clear. This ambiguity results from the market and clan 
cultures' emphasis on various values and ideals that both 
positively and negatively influence the degree to which a firm 
can develop or maintain a specific strategic posture.
The results of the hierarchial regression analysis 
provide strong support for H2. In addition, the direction of 
influence is as proposed. After controlling for bank size and 
age, adhocracy culture is significantly and positively 
associated with strategic posture (B = 0.60, p < 0.001).
Also, hierarchy culture is significantly and negatively 
related to strategic posture (B = 0.12, p = 0.001). These 
results are consistent with previous theoretical research. 
For example, Cornwall & Perlman (1990) suggest that a culture 
which promotes entrepreneurial activity is permeated by an 
emphasis on new ideas, the future, risk-taking, and 
creativity. Each of these characteristics are found in an 
adhocracy culture. In organizations where entrepreneurship is 
lacking as a strategic goal, the culture does not support 
risk-taking, searching for opportunities, and innovation 
(Cornwall & Perlman 1990). This posture is consistent with 
the characteristics of stability and order found in a 
hierarchy culture.
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The results of the present dissertation also support 
previous empirical research that found significant and 
positive relationships between organizational culture and 
business-related risk-taking (Burgelman & Sayles 1986), 
proactiveness (Miller & Friesen 1984), and innovation (Kanter 
1982), all of which are dimensions of the strategic posture 
measure employed in this dissertation.
Finally, a significant and positive relationship exists 
between market culture and strategic posture (B = 0.08, p < 
0.05). While a theoretical relationship between market 
culture and strategic posture was not proposed, potential 
explanations can be examined. A market culture focuses on 
stability, control, and order through a mechanistic form of 
organization (see Figure 2.2). However, such firms also scan 
the external environment seeking new market positions through 
a balance of cost containment and efficiency with risk-taking 
and innovation. This is similar to the orientation of the 
analyzer firm (Miles & Snow 1978) . Firms emphasizing a market 
culture will develop new products and markets, but generally 
only after their feasibility has been thoroughly examined. 
Thus, firms engaging in relatively high levels of risk-taking, 
proactive, and innovative behaviors share some of the same 
characteristics of a market culture, although to a lesser 
degree than that found in an adhocracy culture. As a result, 
a positive and significant relationship between market culture 
and strategic posture is not surprising. This relationship is
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especially plausible given that the strength of the 
relationship (B = 0.08, p < 0.05) is, as might be expected, 
not as strong as that between adhocracy culture and strategic 
posture (B = 0.60, p < 0.001).
In summary, the results of the hierarchial regression 
analysis, after controlling for bank size and age, strongly 
support H2. Significant associations exist between strategic 
posture and three of the four culture types. In addition, the 
direction of the relationships, where proposed, are as 
predicted.
The Moderating Role of 
Organizational Culture
H3 posited that organizational culture (OC) moderates the 
relationship between the degree of EO and firm performance. 
In testing the moderating effect of OC on the EO to 
performance relationship, the findings provided only weak 
support for the hypothesis. After controlling for the effects 
of bank size and age, only one significant effect was found 
for any of the four interaction variables with respect to EO's 
relationship with the three performance measures. Overall, 
the EO to performance relationship was not found to be 
influenced by organizational culture.
Since this was the first known empirical analysis 
investigating the potential moderating role of organizational 
culture on the strategic posture and performance relationship, 
no comparison with previous empirical research is possible.
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However, the results can be assessed with respect to previous 
theoretical studies. The findings of the present
dissertation, overall, contradict the view that OC moderates 
the EO to performance relationship (Covin & Slevin 1991; 
Lumpkin & Dess 1996) . Instead, the results of H2 and H3 show 
that OC is an antecedent to, or a consequence of, EO not a 
moderator of the EO and performance relationship.
Managerial Implications
Previous empirical research has linked a relatively high 
degree of firm level risk-taking, proactive, and innovative 
behavior to improved performance (Block & MacMillan 1993; 
Covin & Slevin 1991; Davis et al. 1991; MacMillan & Day 1987). 
As a result, many managers regard firm level entrepreneurship 
as inherently beneficial and a critical factor in company 
success. This belief has been reinforced by empirical 
research (e.g., Bourgeois 1980; Covin & Slevin 1991; Miller & 
Friesen 1984). However, relatively high levels of
entrepreneurial behavior may not always be appropriate 
(Karagozoglu & Brown 1988; Naman & Slevin 1993). Therefore, 
managers should concern themselves with identifying specific 
factors that will enhance or diminish the EO to performance 
relationship.
The results of the present dissertation do not provide 
any specific recommendations to banking executives as to the 
merits of increasing or decreasing their entrepreneurial
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activities. However, the results do have important
implications for banking executives and managers in general. 
Entrepreneurial activity generally requires the expenditure of 
resources beyond a baseline level found in conservative 
organizations. For example, the development and introduction 
of new services or the expansion into new markets requires 
additional expenditures with no guarantees of a satisfactory 
return. This dissertation provides banking executives with 
empirical evidence as to the potential impact of increased 
entrepreneurial activity on performance. Specifically, bank 
managers should be cautious in implementing strategic plans 
that involve increased risk-taking, proactive, and innovative 
behaviors in an effort to enhance performance. The costs 
associated with developing, implementing, and maintaining such 
a strategic posture may outweigh the benefits. The results of 
this dissertation show that this may be especially true in the 
banking industry. Banks have traditionally been conservative 
by nature. Many investors have come to expect a conservative 
approach to bank management. Relatively high levels of 
entrepreneurial behavior may negatively impact investment 
attractiveness. By providing banking executives with 
empirical evidence on the EO to performance relationship 
within their industry, this dissertation allows for more 
informed decisions regarding business-level strategic goals.
This dissertation also provides a framework that allows 
managers to determine their firm's current orientation, to
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understand the role of organizational culture on 
entrepreneurial activity, and to guide future planning. For 
example, the results show that an important component of a 
strategic plan to enhance the degree of EO is the development 
of an organizational culture that promotes firm level 
entrepreneurship. This supports Cornwall & Perlman's (1990) 
view that culture is the first step in fostering 
entrepreneurial activity within the firm. An emphasis on an 
adhocracy culture, with its focus on innovation, growth, risk- 
taking, creativity, and the external environment provides an 
appropriate framework for developing firm level 
entrepreneurship. Thus, when a relatively high degree of EO 
is deemed appropriate based on the analysis of various 
factors, the results suggest that management should direct its 
attention to the development of an adhocracy organizational 
culture. In doing so managers can enhance the degree of EO 
and improve the performance of their firms.
Limitations of the Study
Certain limitations are inherent in this dissertation. 
This section discusses these limitations and the potential 
impact of the conclusions drawn from the results.
While the sample size of 535 was relatively large, it 
encompassed only banks. Consequently, the results may not be 
generalizable to other industries. In addition, only one 
executive per bank was sampled. Senior executives were chosen 
for this dissertation because empirical evidence suggests that
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such individuals are most knowledgeable about their firm's 
entrepreneurial activities and performance (Hambrick 1981; 
Snow & Hrebiniak 1980) . However, the potential for key 
informant bias exists (Huber & Power 1985). Multiple 
respondents per bank would have been preferred.
All of the construct scales used in the dissertation have 
been commonly used. However, the Cronbach's alpha coefficient 
for hierarchy, clan, and market culture types was 0.57, 0.68, 
and 0.51, respectively. The figures fall short of acceptable 
norms (Nunnally, 1978). Although these scales have proven 
reliable in the past, caution should thus be used in 
interpreting the results.
Also, the objective measures of firm performance, ROA and 
ROE, were collected for the year ending 1997. However, the 
strategic posture, organizational culture, and weighted 
average performance data were collected from the respondents 
during the first six months of 1998. As a result, the effects 
on firm performance may not have been fully reflected by the 
objective measures.
Finally, the use of regression analysis is useful in 
revealing relationships among variables and the magnitude of 
those relationships. However, no inference of causality can 
be interpreted from the results of the regression analyses 
used in this dissertation. Causality can be only be inferred 
by demonstrating that the manipulation of the independent 
variable(s) is always followed by a change in the dependent
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variable(s), assuming that all extraneous variables are 
controlled (Tabachnick & Fidell 1989). The cross sectional 
nature of the present dissertation precludes any inference of 
causality from strategic posture to performance or from 
organizational culture type to strategic posture. For 
example, it is plausible that a firm's entrepreneurial- 
conservative orientation may influence a firm's organizational 
culture, or that performance may influence the firm's 
strategic posture. Managers may feel that a more
entrepreneurial posture is needed if they perceive that risk- 
taking, proactive, and innovative behaviors are needed to 
improve firm performance. Other managers in poorly performing 
firms may feel that such behaviors are exactly what their firm 
should avoid (Covin & Slevin 1988).
Contributions of the Study 
This dissertation has made several contributions to the 
management literature. First, this dissertation provided 
additional empirical analysis of the relationship between 
strategic posture and firm performance. According to Zahra 
(1993), although anecdotal evidence exists, additional 
empirical evidence of the effects of EO on firm performance is 
needed. Also, other researchers have argued that there is 
little empirical evidence to support the belief in a strong 
positive relationship between EO and performance (Lumpkin & 
Dess 1996) . The results of this dissertation support the view 
that firm level entrepreneurial activities may not always be
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appropriate. It also suggests that more empirical analysis is 
needed to better understand the EO to performance
relationship.
Another significant contribution of this dissertation is 
that it was the first known empirical analysis of the 
influence of organizational culture on the relationship 
between strategic posture and firm performance. Researchers 
have theoretically linked organizational culture to the EO to 
performance relationship, but no empirical analysis had been 
performed. Organizational culture was found to be
significantly associated with strategic posture. However, 
little evidence was found for a significant moderating effect 
of organizational culture on the EO to performance
relationship. Thus, the results of this analysis will
contribute to the development of improved theories and models 
of firm level entrepreneurship.
A third contribution results from the use of multiple 
measures of performance. Several studies have identified a 
need to examine the impact of the degree of entrepreneurial 
activity on various performance measures (e.g., Lumpkin & Dess 
1996; Zahra 1993). By doing so, this dissertation has 
provided additional means for assessing the varying impact of 
EO. The significant multivariate results provide evidence of 
the need to recognize the multidimensional nature of the 
performance construct (Cameron 1978; Chakravarthy 1986).
Because alternative measures of performance can compete,
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research that only considers a single dimension or a narrow 
range of the performance construct (e.g., multiple indicators 
of profitability) may result in misleading descriptive and 
normative theory building (Lumpkin & Dess 1996).
Suggestions for Future Research
Additional empirical studies are needed to enhance the 
understanding of the EO to performance relationship. The 
contradiction between the results of this dissertation and 
previous studies suggest that we do not yet have a clear 
understanding of how and why firm level entrepreneurship 
influences performance. What is clearer, perhaps, is that the 
environment in which a firm operates can have a significant 
impact on the EO to performance relationship. Future research 
should focus on identifying those environmental conditions and 
factors where entrepreneurial activities may or may not lead 
to improved firm performance. This includes the contingency 
factors discussed in Chapter 2. The possible influence of 
firm resources, industry life cycle stage, senior management 
characteristics, and firm competencies are all potentially 
fruitful areas for future research.
Another area for future research is to examine the 
potential long-term implications of an entrepreneurial 
orientation. Zahra and Covin (1995) found a significant and 
positive relationship between firm level entrepreneurship and 
performance over a seven year span. Notably, the strength of 
this relationship increased over time. More longitudinal
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studies are needed to substantiate these findings. 
Longitudinal studies could also provide the ability to examine 
causality in relationships.
A potentially fertile area for future research would be 
to focus on the multi-dimensionality of EO. Such studies 
could examine the degree to which the dimensions of risk- 
taking, proactiveness, and innovativeness may vary 
independently of each other, rather than covary. The 
unidimensional framework presented by Covin and Slevin (1989) , 
and adopted for this dissertation, implies that only firms 
with relatively high levels of all three dimensions should be 
regarded as entrepreneurial. According to Lumpkin and Dess 
(1996, 150), "This approach may be too narrowly construed to 
explain some types of entrepreneurial behavior." While all of 
the dimensions are central to understanding the process of 
entrepreneurship, they may, depending on the opportunity 
pursued, occur in distinct combinations. These combinations 
can be expected to influence performance differently. For 
example, Nelson & Winter (1982) propose that some 
entrepreneurial firms may benefit more from imitation than 
from high levels of innovation. Other researchers suggest 
that EO can be characterized by several dimensions in 
different combinations (Schollhammer 1982). Future research 
should examine whether the dimensions of EO influence 
performance differently under distinct settings. Some
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dimensions of the EO construct may always be present, while 
others vary depending on the context.
Additional measures of performance and nonfinancial goals 
should also be examined in future EO research. Diverse 
measures of performance may be influenced differently by 
entrepreneurial activity. This may be especially true at 
different points in the life of an organization. Zahra (1993) 
suggests that the importance of performance measures varies 
during the life span of a firm. In addition, the type of 
firm, and its mission and objectives, may impact the 
importance of specific "performance" criteria. For example, 
in a small privately owned firm, a satisfying way of life, 
jobs for family members, or simply survival may be the most 
important criteria. Thus, factors other than traditional 
performance measures may need to be weighted more heavily in 
assessing performance (Lumpkin & Dess 1996).
Finally, the refinement of measurement scales can provide 
researchers with more reliable instruments for measuring EO, 
organizational culture, and performance. For example, 
previous research has reported inconsistent Cronbach alpha 
scores for the organizational culture scales (e.g., Moorman 
1995; Quinn & Spreitzer 1991). Future research should strive 
to develop and refine more reliable and valid scales. Doing 
so will enhance the development of theories and models.
The study of firm level entrepreneurship is a relatively 
new field of study. In addition to the studies mentioned
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previously, an exploration of the underlying processes of 
entrepreneurial activity, and the identification of the 
determinants and consequences of entrepreneurship are all 
potentially rich areas for future research.
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CITY, STATE ZIP CODE
As a banking professional your efforts and decisions 
significantly affect the success of your organization. Your 
opinions are equally valuable in providing greater 
understanding of how and why organizations behave how they do. 
As a doctoral student, I need your help. I am conducting a 
study for my dissertation that I believe will increase such 
understanding, and I hope the information gathered will help 
improve organizational performance.
Please find enclosed a copy of the Strategic 
Posture/Organizational Culture Survey. It should take no more 
than 10-15 minutes to complete. Your valuable response will be 
returned directly to me in the enclosed envelope and will be 
held in the STRICTEST CONFIDENCE. Only aggregated results 
will be reported in the study.
For your time and effort, I will be happy to forward to 
you the results of the study. To receive a copy, send your 
name and address along with your request to me at this FAX: 
(318) 257-4253 or E-MAIL address: khc001@latech.edu
My successful completion of doctoral degree requirements 
greatly depends on your prompt completion and return of this 
questionnaire. Thank you for your time.
Sincerely,
Ken Chadwick
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CONFIDENTIAL WHEN COMPLETED
The purpose of this survey is to gather information concerning organizational factors and management 
practices that may influence firm performance. There are no right or wrong answers. Please reflect 
carefully and answer all questions as honestly as possible based upon your knowledge.
Your responses will be kept confidential and will be aggregated with others. NO individual responses 
will be reported. Some questions in this survey are similar to others. Please answer ALL of the 
questions.
INSTRUCTIONS: The following questions are designed to determine Uiat you believe are the business
practices of your bank. Please circle the mmber that best reflects actual conditions in your baric.
In general, the too managers of
1. A strong emphasis on the 
marketing of tried and true 
services or products
2. Experimentation and original 
approaches to problem solving
bank favor . . .
1 2 3 4 5 6 7
1 2 3 4 5 6 7
A strong emphasis on R&D, 
technological leadership, 
and innovations
Imitating methods other banks 
have used for problem solving
How many new lines of services or products has your bank marketed in the past 5 years?
3. No new lines of services or 
products
4. Changes in service or 
product lines have been 
mostly of a minor nature
5. My bank prefers to design 
its own unique new processes 
and methods of production
In dealing with its coapetitors. my bank . .
6. Typically responds to actions 
which competitors initiate
7. Is very seldom the first 





Very many new lines of services 
or products
Changes in service or product 
lines have usually been quite 
dramatic
My bank prefers to adapt for 
our own use methods and 
techniques that others have 
developed and proven
Typically initiates actions 
which competitors then 
respond to
Is very often the first 




In dealing with its co^»etitors. my bank . . .
8. Typically seeks to avoid 1 2  3 4
competitive clashes,
preferring a 11ive-and-let- 
live' posture
9. Is very aggressive and 1 2  3 4
intensely competitive
In general, the too managers of my bank have . . .
10. A strong proclivity for low 
risk projects (with normal 
and certain rates of return)
11. A strong tendency to 'follow 
the leader1 in introducing
new ideas or products.
5 6 7
5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
Typically adopts a very 
competitive 'undo-the- 
competitors' posture
Makes no special effort to 
take business from the 
competition
A strong proclivity for high 
risk projects (with chances 
of very high returns)
A strong tendency to be ahead 
of other competitors in 
introducing novel ideas or 
products
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In general - the managers of »  bank .
12. Prefer to study a problem 
thoroughly before deploying 
resources to solve it
1
In general, the fnp managers of mr bank believe that . .
13. Owing to the nature of the 1 2 3 4 5
environment, it is best to 
explore it gradually via timid, 
incremental behavior
Are quick to spend money on 
potential solutions if 
problems are holding us back
Owing to the nature of the 
environment, bold, wide* 
ranging acts are necessary to 
achieve the firm's objectives
When confronted with decision-malcing situations involving ireertaintv. ay bank
14. Typically adopts a cautious,
'wait and see1 posture in 
order to minimize the probability 
of making costly decisions
Typically adopts a bold, 
aggressive posture in order to 
maximize the probability of 
exploiting potential 
opportunities
mSTBUCTIOMS: The following statements are about your bank. Please indicate the degree to which these 
statements describe your bank. Please circle the appropriate nudier that best approximates the actual 
conditions in your bank. Most organizations will be seme mixture of the various descriptions.
Neither
Strongly Slightly Agree nor Slightly Strongly
Disagree Disagree Disagree Disagree Agree Agree Agree
A. EIMP OF OBGANIZATIOM 
"My bank is . . .■
15) a very personal place. It 
is like an extended family.
People seem to share a lot
of themselves . . .  1 2 3 4 5 6 7
16) a very dynamic and 
entrepreneurial place.
People are willing to 
stick their necks out and
take risks  1 2 3 4 5 6 7




people do themselves. . . .  1 2 3 4 5 6 7
18) production oriented.
The major concern is with 
getting the job done, 
without much personal
involvement 1 2 3 4 5 6 7
B. LEADERSHIP
The head of mv bank is . . . ■
19) generally considered to 
be a mentor, sage, or a
father or mother figure . . .  1 2 3 4 5 6 7
20) generally considered to be an entrepreneur, an
innovator, or risk taker. . . 1 2 3 4 5 6 7
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21) generally considered to be 
a coordinator, organizer,
or an administrator.........1 2 3 4 5 6 7
22) generally considered to be 
a producer, technician, or
a hard-driver............... 1 2 3 4 5 6 7
C. UHAT HOLDS THE ORGAN IZATION TOGETHER 
"The glue that holds ay bank together is . .. "
23) loyalty and tradition.
Commitment to this bank
runs high................... 1 2 3 4 5 6 7
24) a commitment to innovation 
and development. There is
an emphasis on being first. . 1  2 3 4 5 6 7
25) formal rules and policies.
Maintaining a smooth-running 
institution is important
around here 1 2 3 4 5 6 7
26) the emphasis on tasks and 
goal accomplishment. A
production orientation is
commonly shared 1 2 3 4 5 6 7
D. WHAT IS IMPORTANT 
H v  bank eaphasizes . . . "
27) human resources. High 
cohesion and morale in the
bank are important  1 2 3 4 5 6 7
23) growth and acquiring new 
resources. Readiness to 
meet new challenges is
important................. 1 2 3 4 5 6 7
29) permanence and stability.
Efficient, smooth operations
are important................. 1 2 3 4 5 6 7
30) ampetitive actions and 
achievement. Measurable goals
are important...............  1 2 3 4 5 6 7
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INSTRUCTIONS: Please think about the way your bank conducts its business. TO WHAT EXTENT does your
bank engage in the following activities or behaviors? Please describe your actual, not desired
perception of your bank. Please respond to each statement.
Not at To a very To a small To a moderate To a considerable To a great To an extreme
all slight extent extent extent extent extent extent
1 2 3 4 5 6 7
31. Our bank puts emphasis on sacrificing profitability to gain market share.
32. Our bank cuts prices to increase market share.
33. Our bank puts emphasis on setting prices below competition.
34. Our bank puts emphasis on seeking market share position at the expense of cash flow and
profitability.
35. Our bank emphasizes effective coordination among different functional areas.
36. Our bank emphasizes the use of information systems to provide support for decision making.
37. When confronted with a major decision, we usually try to develop a thorough analysis.
38. Our bank puts emphasis on the use of planning techniques.
39. Our bank emphasizes the use of the output of management information and control systems.
40. Our bank stresses the use of manpower planning and performance appraisal of senior managers.
41. Our bank makes significant modifications to the services strategy.
42. Our bank puts emphasis on the use of cost control systems for monitoring performance.
43. Our bank puts emphasis on the use of production management techniques.
44. Our bank places emphasis on quality through the use of quality circles.
45. Our criteria for resource allocation generally reflects short-term considerations.
46. Our bank emphasizes basic research to provide us with a future competitive edge.
47. Our bank stresses the forecasting of key indicators of operations.
48. Our bank emphasizes the formal tracking of significant general trends.
49. Our bank often engages in "What-if" analysis of critical issues.
50. Our bank is constantly seeking new opportunities related to the present operations.
51. Our bank is usually the first one to introduce new services or products in the market.
52. Our bank is constantly on the lookout for other banks that can be acquired.
53. Operations in later stages of the life cycle are strategically eliminated.
54. Our operations can be generally characterized as high risk.
55. We seem to adopt a rather conservative view when making major decisions.
56. New projects are approved on a "stage-by-stage basis rather than with "blanket" approval.
57. Our bank has a tendency to support projects where the expected returns are certain.
58. Operations have generally followed the "tried and true" paths.
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INSTRUCTIONS: Please indicate the degree of iaportance your bank attaches to each of the fol lowing 
performance criteria by circling the appropriate ruber.
Of Little Moderately Extremely
Importance Iwwrtant Iiortant
Sales level ($) 1 2  3 4 5
Sales growth rate 1 2  3 4 5
Cash flow 1 2 3 4 5
Return on shareholder equity 1 2  3 4 5
Gross profit margin 1 2  3 4 5
Net profit from operations 1 2  3 4 5
Profit to sales ratio 1 2  3 4 5
Return on investment 1 2  3 4 5
Ability to fund business 1 2 3 4 5
growth from profits
INSTRUCTIONS: Please indicate the extent to tdiich you are currently satisfied with your bank's 
performance on each of the following criteria.
Not at all Moderately Highly
Satisfied Satisfied Satisfied
Sales level (S) 1
Sales growth rate 1
Cash flow 1
Return on shareholder equity 1
Gross profit margin 1
Net profit from operations 1
Profit to sales ratio 1
Return on investment 1
Ability to fund business 1
growth from profits
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
IMSTRUCTIOMS: Please think about how your bank develops its strategy. TO UHAT EXTENT does your bank 
engage in the following activities or behaviors? Please describe actual, not desired perceptions.
Strongly Slightly Neither Agree Slightly Strongly
Disagree Disagree nor Disagree Agree Agree
1 2 3 4 5
60. There is a clear blueprint for this bank's strategy that was set some time ago and has 
changed very little.
61. Strategy, for this bank, is primarily provided by the president and a few of his/her fellow
top executives.
62. Our bank continually adapts by making appropriate changes in its strategy based upon 
feedback from the marketplace
63. Business planning in our bank is ongoing, involving everyone in the process to some degree.
64. We spend as much time as possible with customers and other key stakeholders, listening to 
what they have to say about the bank.
65. Our business and product planning process involves, customers, suppliers, and providers of 
funds.
66. Business and product planning in this bank is largely an internal process, seeking to 
contain the amount of information leading to the outside.
67. There is a clear and consistent set of values in this bank that governs the way we do 
business.
68. This bank has a characteristic "management style" and a common set of management practices.
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  69. Decisions in this bank are usually made at the level where the most accurate information is
available.
  70. Most people in this bank have input into the decisions that affect them.
  71. Most people in this bank are willing to take risks.
  72. Most people in this bank are treated pretty much the same, regardless of rank or status.
  73. People in this bank are very dynamic and entrepreneurial.
  74. Conflict in this bank is often suppressed rather than dealt with openly.
  75. Specific work roles and expectations are clearly defined in this bank.
  76. Cooperation and collaboration across functional roles are actively encouraged.
  77. People with unpopular views are given a fair hearing in this bank.
  78. Uorking in this bank is like being part of a team.
  79. Failure is something to be avoided in this bank at all costs.
  80. People are encouraged to experiment in this bank so as to identify new, more innovative
approaches or services.
  81. Long-term potential is valued over short-term performance in this bank.
  82. The way we do things in this bank is well suited to the business we are in.
  83. Decisions concerning business strategy are made on a consensus basis, involving people from
many departments.
  84. The chief executive of our bank insists on placing his/her mark on virtually every major
initiative.
The following questions will be used for classification purposes only. All answers will be analyzed 
in aggregate and remain confidential.
85. Your age? _______
86. Your gender? (please circle) male female
87. Your marital status? (please circle) single married separated/divorced widowed
88. Please indicate your highest level of education, (please check)
1. ____  High school graduate 3. _____ College graduate 5. Graduate/professional degree
2. ____  Some college 4.   Some graduate school 6.  Doctoral degree
89. Your race? (please check)
1. ____  Black 3.  Asian 5. Other (please specify) _________________________
2. ____  Hispanic 4.  White
90. Years of banking experience? ___________
91. Years in present position? _____________
92. Years with present bank? ___________
93. What is your current job title? (Please check the one that best applies).
1. ____  President/CEO 3.   Personnel/Hunan Resource Manager
2.  Vice President 4._____ Other, please specify___________________________
94. What is your yearly gross income, including salary, commissions, and bonuses? __________________
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95. How many total employees does your bank currently employ? (please check)
1.   1 - 49 3. ____  100 - 499 6. _____ 1000 or more
2. ____  50 - 99 4. ____  500 - 999
96. How many branch offices does your bank currently operate? __________________
97. Is your bank part of a holding company? (yes/no) __________________________
98. Uhat are the total assets of your bank (in millions) _______________________
99. Uhat is your bank's Federal Reserve District nunber? _______________________
THANK YOU FOR YOUR RESPONSES I
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